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EMPLOYMENT SECURITY ADMINISTRATIVE 
FINANCING ACT 





TUESDAY, MARCH 9, 1954 


Unrrep Starrs SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D. C. 


The committee met, pursuant to call, in room 312, Senate Office 
Building, at 10 a. m., Senator Eugene D. Millikin (chairman) presiding. 

Present: Senators Millikin, Martin, Williams, Carlson, Bennett, 
and George. 

The CHarrMan. The committee will come to order. 

The hearing today is on the bill H. R. 5173, cited as the Emergency 
Security Administrative Financing Act. At this point I insert a 
copy of the pending legislation for the record. 

(The act referred to follows:) 


[H. R. 5173, 83d Cong., Ist sess.] 


AN ACT To provide that the excess of collections from the Federal unemployment tax over unemploy- 
ment compensation administrative expenses shall be used to establish and maintain a $200,000,000 reserve 
in the Federal unemployment account which will be available for advances to the States, to provide that 
the remainder of such excess shall be returned to the States, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Employment 
Security Administrative Financing Act of 1953’. 

Sec. 2. So much of title LX of the Social Security Act as precedes section 904 
thereof is hereby amended to read as follows: 


“TITLE IX—MISCELLANEOUS PROVISIONS RELATING TO 
EMPLOYMENT SECURITY 


“APPROPRIATIONS 


“Sec. 901. (a) (1) There are hereby appropriated to the Unemployment Trust 
Fund, out of any moneys in the Treasury not otherwise appropriated, for the 
fiscal year ending June 30, 1954, and for each fiscal year thereafter, an amount 
equal to the amount by which— 

(A) 100 per centum of the tax (including interest, penalties, and addi- 
tions to the tax) received during the fiscal year under the Federal Unemploy- 
ment Tax Act and covered into the Treasury; exceeds 

“(B) the sum of (i) the unemployment administrative expenditures for 
such year, (ii) the refunds of such tax (including interest on such refunds) 
made during such fiscal year, and (iii) the amounts appropriated by section 
1202 (b) for such fiscal year. 

(2) The amount appropriated by paragraph (1) for any fiscal year shall be 
transferred from the general fund in the Treasury to the Unemployment Trust 
Fund at the close of such fiscal year. Each such transfer shall be based on 
estimates made by the Secretary of the Treasury as of the close of such fiscal 
year, but proper adjustment shall be made in the amount transferred at the close 
of the succeeding fiscal year to the extent that such estimates prove to be er- 
roneous. The Secretary of the Treasury shall make his estimate of those un- 
employment administrative expenditures for any fiscal year which are described 
in subsection (b) (1) only after consultation with the Secretary of Labor. 


1 








2 EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT 


‘‘(b) For the purposes of subsection (a), the term ‘unemployment administrative 
expenditures’ means, in the case of any fiscal year, the sum of— 
““(1) the aggregate of the amounts expended during the fiscal year for— 
‘(A) the purpose of assisting the States in (i) the administration of 
their unemployment compensation laws (including administration pur- 
suant to agreements under title IV of the Veterans’ Readjustment 
Assistance Act of 1952), (ii) the establishment and maintenance of sys- 
tems of public employment offices in accordance with the Act of June 
6, 1933, as amended (29 U. 8. C., see. 49-49n), and (iii) carrying into 
effect section 602 of the Servicemen’s Readjustment Act of 1944; and 
“(B) the performance by the Department of Labor of its functions 
(except its functions with respect to Puerto Rico and the Virgin Islands) 
under (i) this title and titles III and XII of this Act, (ii) the Federal 
Unemployment Tax Act, (iii) the provisions of the Act of June 6, 1933, 
as amended, (iv) title IV (except section 602) of the Servicemen’s Re- 
adjustment Act of 1944, and (v) title IV of the Veterans’ Readjustment 
Assistance Act of 1952; and 
““(2) the amount estimated by the Secretary of the Treasury as equal to 
the necessary expenses incurred during the fiscal year for the performance by 
the Department of the Treasury of its functions under this title and titles 
III and XII of this Act and under the Federal Unemployment Tax Act. 
For the purposes of paragraph (1), payments before July 1 for any period on or 
after such July 1 shall be considered as expended during the fiscal year which 
begins on such July 1. 


“AMOUNTS CREDITED TO FEDERAL UNEMPLOYMENT ACCOUNT 


“Sec. 902. Whenever any amount is transferred to the Unemployment Trust 
Fund under section 901 (a), there shall be credited (as of the beginning of the suc- 
ceeding fiscal year) to the Federal unemployment account so much of such amount 
as equals whichever of the following is the lesser: 

(1) The total amount so transferred; or 
(2) The amount by which $200,000,000 exceeds the adjusted balance in 
the Federal unemployment account at the close of the fiscal year for which 
the transfer is made. 
For the purposes of the preceding sentence, the term ‘adjusted balance’ means 
the amount by which the balance in the Federal unemployment account exceeds 
the sum of the outstanding advances under section 1202 (c) to the Federal unem- 
ployment account. 


“AMOUNTS CREDITED TO STATES’ ACCOUNTS 


“Sec. 903. (a) So much of any amount transferred to the Unemployment 
Trust Fund at the close of any fiscal year under section 901 (a) as it not credited 
to the Federal unemployment account under section 902 shall be credited (as of 
the beginning of the succeeding fiscal year) to the accounts of the States in the 
Unemployment Trust Fund. Each State’s share of the funds to be credited under 
this subsection as of any July 1 shall be determined by the Secretary of Labor on 
the basis of reports furnished by the States and shall bear the same ratio to the 
total amount to be so credited as the amount of wages subject to contributions 
under such State unemployment compensation law during the preceding calendar 
year which have been reported to the State by June 1 bears to the total of wages 
subject to contributions under all State compensation laws during such calendar 
year which have been reported to the States by such June 1. 

“(b) If the Secretary of Labor finds that on July 1 of any fiscal year— 

““(1) a State is not eligible for certification under section 303, or 

**(2) the law of a State is not approvable under section 1603 of the Federal 

Unemployment Tax Act, 

then the amount available for crediting to such State’s account shall, in lieu of 
being so credited, be credited to the Federal unemployment account as of the 
beginning of such July 1. If, during the fiscal year beginning on such July 1, 
the Secretary of Labor finds and certifies to the Secretary of the Treasury that 
such State is eligible for certification under section 303, that the law of such 
State is approvable under such section 1603, or both, the Secretary of the Treas- 
ury shall transfer such amount from the Federal unemployment account to the 
account of such State. If the Secretary of Labor does not so find and certify to 
the Secretary of the Treasury before the close of such fiscal year then the amount 
which was available for credit to such State’s account as of July 1 of such fiscal 
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year shall (as of the close of such fiscal year) become unrestricted as to use as 
part of the Federal unemployment account. 

**(c).(1) Amounts credited to the account of a State pursuant to subsection 
(a) shall, except as provided in paragraph (2), be used only in the payment of 
cash benefits to individuals with respect to their unemployment, exclusive of 
expenses of administration. 

**(2) A State may, pursuant to a specific appropriation made by the legislative 
body of the State, use money withdrawn from its account in the payment of 
expenses incurred by it for the administration of its unemployment compensation 
law and public employment offices if and only if 

‘(A) the purposes and amounts were specified in the law making the 
appropriation, 

““(B) the appropriation law did not authorize the expenditure of such 
money after the close of the two-year period which began on the date of 
enactment of the appropriation law. 

““(C) the money is withdrawn and the expenses are incurred after such 
date of enactment, and 

““(D) the appropriation law limits the total amount which may be so 
used during a fiscal year to an amount which does not exceed the amount 
by which (i) the aggregate of the amounts credited to the account of such 
State pursuant to subsection (a) during such fiscal year and the four pre- 
ceding fiscal years, exceeds (ii) the aggregate of the amounts used by the 
State pursuant to this paragraph and charged against the amounts credited 
to the account of such State during any of such five fiscal years. 

For the purposes of subparagraph (D), amounts used by a State during any 
fiscal year shall be charged against equivale nt amounts which were first credited 
and which have not previously been so charged; except that no amount used 
during any fiscal year may be charged against any amount credited during a 
fiscal year earlier than the fourth prece ding fiscal year.” 

Sec. 3. Title XII of the Social Security Act is hereby amended to read as 
follows: 


“TITLE XII—ADVANCES TO STATE UNEMPLOYMENT FUNDS 


“Sec. 1201. (a) If— 

“(1) the balance in the account of a State in the Unemployment Trust 
Fund at the close of September 30, 1953, or at the close of the last day in 
any ensuing calendar quarter, is less than the total compensation paid out 
under the unemployment compensation law of such State during the twelve- 
month period ending at the close of such day; 

**(2) the Governor of such State ap plies to the Secretary of Labor during 
the calendar quarter following such day for an advance under this subsection; 

**(3) the Governor certifies that the contribution rate or rates in effect 
for the quarter in which he applies will yield an amount which he estimates 
will equal or exceed 2.7 per centum of the total remuneration which he esti- 


mates will constitute wages subject to contributions for such quarter under 
the law of such State; and 
““(4) the Secretary of Labor finds that the conditions specified in paragraphs 


(1), (2), and (3) have been met 
the Secretary of Labor shall, from time to time, certify to the Secretary of the 


Treasury such amounts as may be specified in tl e application of the Governor, 
but the aggregate of the amounts so certified pursuant to any such application 
shall not ex@eed the highest total compensation paid out under the unemployment 
compensation law of such State during any one of the four calendar quarters 
preceding the quarter in which such application was made. For the purposes of 
this subsection, (A) the application shall be made on such forms, and shall contain 
such information and data (fiscal and otherwise) concerning the operation and 


administration of the State unemployment compensation law, as the Secretary 
of Labor deems necessary or relevant to the performance of his duties under this 
title, and (B) the term ‘compensation’ means cash benefits payable to individuals 
with respect to their unemployment, e xelt isive of expenses of administration, 
“(b) The Secretary of the Treasury shall, prior to audit or settlement by the 
General Accounting Office, transfer from the Federal unemployment account to 
the account of any State in the Unemployment Trust Fund the amounts certified 
under subsection (a) by the Secretary of Labor (but not exceeding that portion 
of the balance in the Federal unemployment account at the time of such transfer 
which is not restricted as to use pursuant to section 903 (b)). Any amount so 
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transferred shall be an advance which shall be repaid (without interest) by the 
State to oe Federal unemployment account in the manner provided in subsections 
(a) and | 1) of section 1202. 

“Src. 7302 (a) The Governor of any State may at any time request that funds 
be transferred from the account of such State to the Federal unemployment 
account in repayment of part or all of any remaining balance of advances made 
to such State under section 1201 (a). The Secretary of Labor shall certify to the 
Secretary of the Treasury the amount stated in such request; and the Secretary 
of the Treasury shall transfer such amount as of the close of the calendar month 
in which the Governor makes such request. 

b) (1) There are hereby appropriated to the Federal unemployment account, 
out of any moneys in the Treasury not otherwise appropriated, amounts equal to 
the amounts by which (A) 100 per centum of the additional tax received under 
the Federal Unemployment Tax Act by reason of the reduced credits provisions 
of section 1601 (c) (2) of such Act and covered into the Treasury, exceeds (B) the 
amounts appropriated by paragraph (2). Any amount so appropriated shall be 
credited against, and shall operate to reduce, the remaining balance of advances 
under subsection (a) to the State with respect to which employers paid such 
additional tax. 

(2) Whenever the amount of such additional tax paid exceeds the remaining 
balance of advances under subsection (a) to the State, there is hereby appropriated 
to the account of such State, out of any moneys in the Treasury not otherwise 
appropris ated, an amount equal to such excess. 

3) The amounts appropriated by paragraphs (1) and (2) shall be transferred 
from time to time from the general fund in the Treasury to the Federal unemploy- 
ment account or to the account of the State, as the case may be. 

“‘(e) There are hereby authorized to be appropriated from time to time to the 
Federal unemployment account, as repayable advances (without interest), such 
sums as may be necessary to carry out the purposes of this title.’ 

Sec. 4. Section 1601 (c) of the Internal Revenue Code (Federal Unemployment 
Tax Act) is hereby amended to read as follows: 

“(e) Limit on Torat CreEpitTs.— 

““(1) The total credits allowed to a taxpayer under this section shall not 
exceed 90 per centum of the tax against which such credits are allowable. 

(2) If an advance or advances have been made to the unemployment 
account of a State under title XII of the Social Security Act, and if any 
balance of such advance or advances has not been returned to the Federal 
unemployment account as provided in that title before December 1 of the 
taxable year, then the total credits (after other reductions under this section) 

otherwise allowable under this section for such taxable year in the case of a 

taxpayer subject to the unemployment compensation law of such State shall 

be reduced 
(A) in the case of a taxable year beginning with the second consecu- 
tive January 1 on which such a balance of unreturned advances existed, 
by 5 per centum of the tax imposed by section 1600 with respect to the 
wages paid by such taxpayer during such taxable year which are at- 
tributable to such State; and 
“‘(B) in the case of any succeeding taxable year beginning with a con- 
secutive January 1 on which such a balance of unreturned advances 
existed, by an additional 5 per centum, for each such succeeding taxable 
year, of the tax imposed by section 1600 with respect to the wages paid 
by such taxpayer during such taxable year which are attributable to such 
State. 

For the purposes of this paragraph, wages shall be attributable to a particular 

State if they are subject to the unemployment compensation law of the State, 

or (if not subject to the unemployment compensation law of any State) if 

they are determined (under rules or regulations prescribed by the Secretary) 
to be attributable to such State. 

Sec. 5. (a) (1) Section 303 (a) (5) of the Social Security Act is hereby amended 
by strik ing out the semntooton and inserting in lieu thereof a colon and the follow- 

“Provided further, That the amounts specified by section 903 (c) (2) may, sub- 
ject to the con litions prescribed in such section, be used for expenses incurred by 
the State for administration of its unemployment compensation law and public 
employment offices;” 

(2) Section 1603 (a) (4) of the Internal Revenue Code is hereby amended by 


striking out the semicolon and inserting in lieu thereof a colon and the following: 
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‘Provided further, That the amounts specified by section 903 (c) (2) of the Social 
Security Act may, subject to the conditions prescribed in such section, be used for 
expenses incurred by the State for administration of its unemployment compen- 
sation law and public employment offices;” 

(3) Section 1607 (f) of the Internal Revenue Code is hereby amended by strik- 
ing out the period at the end thereof and inserting in lieu thereof a colon and the 
following: ‘‘Provided further, That the amounts specified by section 903 (c) (2) of 
the Social Security Act may, subject to the conditions prescribed in such section, 
be used for expenses incurred by the State for administration of its unemployment 
compensation law and public employment offices.” 

(b) Section 904 (a) of the Social Security Act is hereby amended by striking 
out “or deposited pursuant to appropriations to the Federal unemployment 
account” and inserting in lieu thereof “, or otherwise deposited in or credited to 
the Fund or any account therein” 

(c) Section 904 (b) of the Social Security Act is hereby amended by adding at 
the end thereof the following new sentence: ‘‘Advances to the Federal unemploy- 
ment account pursuant to section 1202 (c) shall not be invested.” 

(d) Section 904 (e) of the Social Security Act is hereby amended by adding at 
the end thereof the following new sentence: “For the purposes of this subsection, 
the average daily balance shall be computed— 

(1) in the case of any State account, by reducing (but not below zero) 
the amount in the account by the aggregate of the outstanding advances 
under section 1201 from the Federal unemployment account, and 

(2) in the case of the Federal unemployment account, (A) by adding to 
the amount in the account the aggregate of the reductions under paragraph 
(1), and (B) by subtracting from the sum so obtained the aggregate of the 
outstanding advances from the Treasury to the account pursuant to section 
1202 (c).” 

(e) Section 904 (g) of the Social Security Act is hereby repealed. 

(f) (1) Clause (2) of the second sentence of section 904 (h) of the Social Security 
Act is hereby amended to read as follows: ‘‘(2) the excess of taxes collected under 
the Federal Unemployment Tax Act after June 30, 1946, and prior to July 1, 1953, 
over the unemployment administrative expenditures made after June 30, 1946, 
and prior to July 1, 1953”’. 

(2) The third sentence of such section 904 (h) is hereby repealed. 

Passed the House of Representatives July 8, 1953. 

Attest: 

Lyte O. SNADER, Clerk. 


Congressman Mason, we are very happy to have you here. Will 
you proceed in your own way. 


STATEMENT OF HON. NOAH MASON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Mason. Mr. Chairman, members of this distinguished com- 
mittee, my name is N. M. Mason, Congressman from Illinois, member 
of the Ways and Means Committee, and one of the joint authors of 
the bill that is before you, H. R. 5173. This bill is really the outcome 
of the Mills bill that was introduced by Congressman Mills, of 
Arkansas; it was introduced 2 years ago, upon which exhaustive hear- 
ings were held and I was a member of the subcommittee that held 
those hearings. 

I was so impressed with the provisions of the original Mills bill that 
when the change of administration came last January, Congressman 
Mills asked me to introduce with him the same bill that he had had, 
which I did, so you might say that this bill before you is really the 
original Mills bill, as changed as a result of our hearings. 

The bill has only one pur pose, and that is to strengthen and improve 
the unemployment compensation program, both in the State and that 
part of it which belongs in the Federal Government. 
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The bill is designed to resolve a controversy that has been raging 
for 10 or 15 years as between the States and the Federal Government 
on this unemployment compensation program. 

The situation is this, which we are trying to remedy: The United 
States collects—or Uncle Sam, as I like to call him—collects from 
this three-tenths of 1 percent unemployment compensation tax, 
approximately 260 or 270 or 280 million dollars a year. Of that, Uncle 
Sam allocates back to the States for administrative eet 90 approxi- 
mately $200 million, and has had a surplus each year of from 60 to 
70 million dollars, varying each year, a total surplus, Lowerer: over the 
years amounting to nearly a bilion dollars which the Federal Govern- 
ment has used for general purposes—spent for general purposes; 
collected for a special purpose, spent for general purposes this surplus. 

The bill is designed to correct that. 

The CuatrmMan. That is similar, is it not, to the social security 
situation? 

Mr. Mason. Similar, only there . this difference: In the social- 
security fund they do put “TOU * Federal Government bonds 
they do in the social-security fund, ake maintain a fund, put bonds there 
in lieu of the cash they spend. They don’t even do that in this fund. 
The surplus is spent each year for general purposes and no record kept 
to speak of. 

The Cuatrman. No bookkeeping account of it at all? 

Mr. Mason. No, indeed, and so we propose that every penny 
that is collected for unemployment compensation purposes shall go 
for unemployment compensation purposes, and not for general 
expenditures. 

The bill does two things: It sets up what might be called a George 
loan fund of $200 million out of this surplus of 50 or 60 or 70 million 
each year, until it amounts to $200 million as a loan fund and then 
after that—after it has arrived at that point—the surplus each year 
then automatically is to go back to the various States in proportion 
to the payrolls in those States upon which it was levied for the States 
to use for unemployment compensation purposes; mainly for admin- 
istrative purposes, but perhaps, in some cases where it isn’t needed, 
and if the State legislature appropriates it for the benefits under 
unemployment compensation, but at least it will all go for the original 
purpose for which it was collected. 

Senator Cartson. Mr. Chairman—Congressman, I would just like 
to ask this question because I have had some objection to the fact 
that the States should not be permitted to use these allocations in 


trust fund for allocated purposes. What is the validity of that? 

Mr. Mason. You say you do not believe the States should have 
this surplus to use for administrative purposes? 

Senator Cartson. [ don’t say it quite that way. I don’t say that. 


Il have heard some objections to it 

Mr. Mason. Well, then objections have been raised that the States 
should not use this for administrative purposes? 
enator CARLSON. Y ¢ Ss. 

Mr. Ma on. It was collected for administrative purposes, it should 
go for administrative purposes, and certainly, whoever raises that 
objection, loses sight of the fact that it has gone during the past 15 
vears for any and all purposes for which it ws - not collected. There- 
fore, it seems to me if we want to be logical, I can’t see any objection 
for the States to use it for administrative tonnes and if any is not 
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needed for administrative purposes in each State where it comes back 
I see no objection for the State legislature, closer to the people than 
the Federal departments out here, appropriating the balance for 
general purposes. 

T want to say this. I was a member of the Manion Commission. 

The CuarrMan. Are you still a member? 

Mr. Mason. I am not. The Manion Commission took up unem- 
ployment compensation as one of its first studies. It has gone along 
on that study so far that at the last meeting that I attended, the 
Manion Commission approved and supports this bill, H. R. 5173, in 
its present form as the first step toward unscrambling the concentra- 
tion of powers in Washington that has been going on for, quite some 
time, unscrambling it in this particular field. 

The CHatRMAN. Has anyone suggested the theory justifying the 
general expenditure of the surplus of these funds that come in here? 

Mr. Mason. No one has ever justified that. We held hearings— 
we had reports from the departments—and so far as I am concerned, 
they have never even attempted to justify collecting for one purpose, 
definitely, specifically for that purpose, and then spending it for any 
and all purposes. 

The CHarrMan. Let me repeat the question I asked you a while 
ago: As you pointed out, the Government, in the case of social 
security, puts in its I O U’s for the money it spends for general 
purposes, but there is nothing of that kind so far as this fund is con- 
cerned? 

Mr. Mason. There is not. 

The CHatrmMan. No bookkeeping account that the Government 
owes this fund? 

Mr. Mason. Senator, I haven’t seen any and I doubt that there is 
ren a bookkeeping account. 

The CHArrRMAN. Go ahead, Mr. Mason. 

Mr. Mason. I am through, Mr. Chairman. I have abbreviated 
the situation and placed it in as much of a nutshell as | ean. 

The CHatrmMan. Are there any questions? 

(No response. ) 

Thank you very much, Congressman. We appreciate your being 
here. 

Mr. Mason. Thank vou. 

The CHarrmMan. The next witness is the Honorable Rocco Siciliano. 


< 


e 


STATEMENT OF HON. ROCCO SICILIANO, ASSISTANT SECRETARY 
OF LABOR 


Mr. Sterm1ano. Thank you, Mr. Chairman. My name is Rocco 
Siciliano, Assistant Secretary of Labor. 

Mr. Chairman, and members of the committee, I wish to express my 
appreciation for the opportunity to present the views of the admin- 
istration with respect to H. R. 5173. 

This bill, as Congressman Mason has indicated, deals primarily 
with the use that should be made of the proceeds of the Federal 
Unemployment Tax Act. The tax of three-tenths of 1 percent of 
covered payrolls collected under this act is not now earmarked for 
the use of the employment-security program. 

The CHarrMan. In no way, whatever? 

Mr. Srcmrano. No, sir. 
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The CuHarrman. The Government does not carry an account 
evidencing that it owes this fund the money that is surplus of this 
administrative fund? 

Mr. Siciz1ano. No, sir. To my knowledge the surplus is not 
accounted for. 

The Cuarrman. NoIO U’s in any till to take care of it? 

Mr. Sicii1ano. No, sir. Of course, they have a bookkeeping ac 
count as to the total amount of the tax itself, what it amounts to, but 
as to any earmarking or any indication at all that is to be utilized or 
used for this particular fund or purpose I don’t know of any. 

The Cuarrman. If there is an account it is not an evidence of 
indebtedness to the fund; is that correct? 

Mr. Sicm1Ano. That is correct, sir. 

Senator Frear. Mr. Chairman, isn’t there a bookkeeping account 
which has a ledger stating the amount received by years as to States? 

Mr. Sicru1ano. Yes, sir. We have an accounting, the bookkeeping 
accounting of the amounts, actual amounts that are collected, taxwise 
from each State, by years, but as to the expenditure once it is received 
into the General Treasury fund— 

Senator Frrar. Jt is only an accounting of receipts? 

Mr. Siciz1ano. That is right, so that it does go into the general 
fund of the Treasury and is thus available for meeting the general 
operating costs of the Government. 

The Cuarrman. Is there anyone in the room that has any con- 
trary information, that is, information to the effect that this surplus 
is carried in any way as an obligation to this unemployment insurance 
fund? What I am getting at, maybe we can accept that as an estab- 
lished fact in this proceeding. There seems to be no one who has 
any contrary information. 

Se nator Martin. Mr. Chairman, I have a question. 

The CHarrRMAN. Senator Martin. 

Senator Martin. We make an appropriation out of the 
fund for the expenses. 

Does this three-tenths of 1 percent meet that amount that we have 
been appropriating? 

Mr. Siciniano. Yes, sir. The three-tenths of 1 percent tax, since 
1938, has in fact amounted to more money than in turn was appro- 
priated by the Congress for administration. 

Senator Martin. How much more? 

Mr. Sicm1ano. The best I can say there is that last year, for 
example, fiscal year 1953, the difference amounted to about $67 
million. 

Senator Martin. Thank you. 

Mr. Sicru1ano. The total amount which has been appropriated— 
and this I think will answer your question more fully—each year for 
employment security administrative expenditures, both Federal and 
State, has always been substantially less than the total taxes collected 
under the act each year. For fiscal 1953 total collections were about 
$276 million. 

The CHarrMan. Does the act itself give any authority to spend 
this money for general purposes? 

Mr. Siciz1ano. For outside of the employment security program? 

The CHAIRMAN. Yes. 

Mr. Siciz1ano. I don’t know of any authority that is not given 
by the act. In other words, the amount that is collected—there is 
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nothing in the act itself that says that that whole amount collected 
must go back into the Federal employment security purposes. 

An excess of about $67 million in Federal unemployment tax 
receipts was thus unavailable for use in the employment security 
program and was used for other purposes by the Government. 

A similar excess has existed each year since 1938. The amount 
of the annual surplus has varied from year to year as the amounts 
collected and the amounts appropriated by the Congress have varied 
with current changes in employment and unemployment. 

The CuairMAn. How much money altogether do you estimate 
does the surplus amount to since 1938? 

Mr. Sicru1ano. It has been estimated that that amount or those 
amounts would be somewhere between $650 million and $1 billion 
surplus. 

Senator Cartson. Mr. Chairman, on that point, if I may state, 
as I remember the discussion when this bill was passed before the 
House of Representatives it was, of course, a question of how much 
it would take to pay its way and we had to arrive at some figure and 
the three-tenths of 1 percent was selected, assuming that that would 
be sufficient and, of course, if it was less, we would have to make it 
up. If it was more it would go back to the Federal Government, 
as I understand. 

Mr. Sremrano. H. R. 5173 provides that those 

The CuHarrmMan. I would like to ask a question. Was it your 
understanding at the time that the surplus was to be used as a general 
Federal fund, or was there some kind of an understanding that it was 
to be used for unemployment purposes? 

Senator Cartson. Mr. Chairman, I do not know that there was any 
understanding that if there was a surplus from this fund for admister- 
ing the social security program that this surplus would be transferred 
to the general fund for general Government expenditures. There was 
considerable discussion in the House Ways and Means Committee on 
this problem, and as I stated earlier, it was difficult to arrive at a 
figure that would be sufficient to care for these costs and at the same 
time not collect considerably more than was necessary for the opera- 
tion of the program. I think it was generally agreed that if the 
amount collected under this percentage which was set aside for ad- 
ministrative purposes was not sufficient, the Federal Government 
would coptribute whatever amount was necessary to carry on the 
program until we had had some experience in its cost operations. 

The CuarrMan. Was there any general idea at that time that it 
might be a source of general revenue for general expenditures? 

Senator Caruison. It was not the thought, of course. 

Mr. Siciz1ano. This bill, then, provides that the Federal employ- 
ment tax receipts each year, which are in excess of employment 
security administrative expenditures, shall be earmarked annually 
in the Federal unemployment tax fund for employment security pur- 
poses exclusively. 

The CuarrMan. I didn’t get the beginning of your statement. 
What did you say? 

Mr. Sicru1ano. I say this bill, H. R. 5173, provides for that purpose. 
This earmarking provision is in accordance with the President’s legisla- 
tive program. Wedo support the earmarking principle. The adminis- 
tration strongly endorses this provision of H. R. 5173, as do, tomy knowl- 
edge, all persons familiar with the unemployment security program. 
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The CuarrmMan. Does the administration object to any part of this 
bill? 

Mr. Sicru1aNno. Yes, sir. I will make that clear asI go along. We 
recognize, however, that this earmarking of tax receipts which have 
been available for general revenue purposes will have a substantial 
impact upon the budget. The administration recommends, therefore, 
that the initial transfer of the excess funds be made with respect to 
receipts in expenditures for the fiscal year 1955. 

The bill provides for excess funds so earmarked to be used as fol- 
lows, and there are two major points here: One, the excess would be 
credited each year to the Federal unemployment account in the 
Federal unemployment trust fund until a total of $200 million is 
reached. This fund would be used to provide a source for non- 
interest-bearing repayable advances to States whose unemployment 
reserves fall to dangerously low levels. Whenever this account falls 
below $200 million, because of outstanding advances, it would be 
credited with sufficient excess funds to restore it to this $200 million 
level 

The CuarrmMan. What showing does the State have to make to 
ret that money? 

Mr. Sterrano. I will touch exactly on that in a minute. 

Senator GrorGe. Could one State get $200 million if it needed it? 

Mr. Stemrano. Theoretically, I assume one State could. Actu- 
ally, I don’t believe there is any State that would be eligible for such 
an amount. 

Senator GrorGe. I understand, but theoretically they could get it. 

Mr. Stem1ano. That is right. 

Senator Grorar. Who would make the allocation? 

Mr. Srerurano. That will be done, based on this formula which | 
will describe in a minute, by the Secretary of Labor working with the 
Treasury Department. 

The CHarrmMan. All right. Go ahead. 

Mr. Srertrano. The second point is any surplus above $200 mil- 
lion—and this I might mention is the apparent controversy that 
might exist—any surplus above the $200 million would be distributed 
to the States on the basis of the relationship, as Congressman Mason 
indicated, of the State’s taxable wages to the total taxable wages 
collected. These funds could then be used by the individual States 
for the benefit of their employment security program, including 
administrative expenses. 

The administration strongly endorses the provision for a $200 
million fund for advances to the States. On the other hand, we recom- 
mend against enactment of the provision permitting States to use 
any surplus funds over this $200 million figure to supplement congres- 
sional appropriations for administrative expenditures. As provided 
now in the bill, the excess can be used for both benefit purposes and 
administrative purposes. We are in accord with the use of any excess 
for benefit purposes but we recommend against the part that would 
permit them to use this excess return to the States for administrative 
purposes. 

The CHarrMan. Is that because you do not recognize that the States 
might need the money for administrative purposes, or that you fear 
that that might constitute an undue aggrandizement of State machin- 
ery? 
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Mr. Siciu1ano. I can answer that directly by saying that under the 
present law the States are receiving such amounts of money as the 
Secretary of Labor determines to be necessary for proper and efficient 
operation of their program, within the limit of congressional appro- 
priations. 

I would like to explain that the Department of Labor works in 
close cooperation with each of the States in the entire budgetary 
process today; that is, in determining how much moneys are needed. 
It may be that—this is one of the criticisms, I think—it may be that 
the program taken as a whole has not had — money at times 
for the most effective administration; sudden and often unexpected 
increases in unemployment create sharp c¢ he anges in administrative 
workloads. 

The CHarrMan. What is the general objection to turning the surplus 
back to the States for the use of unemployment, whe ther it be admin- 
istrative or benefits? Whit is the general objection? 

Mr. Srcru1Ano. Our feeling on that, Senator Millikin, is that Con- 
gress is divesting in a sense its responsibility, if on the one hand it 
makes a determination that so much money is needed for adminis- 
trative purposes, as a result of which there is a certain excess fund 
that is left, and then on the other hand, this excess fund is returned 
and given to the States, where they in turn can use those funds for 
administrative purpose also 

The CHAIRMAN. What is the theory that the States are not fully 
qualified to determine the questions that are raised by your answer? 

Mr. SrcertrANno. It isn’t that the States aren’t fully qualified yet or 
have been. It is that at least under the past procedure and under 
the act as it is now, Congress determines how much a State needs for 
its own administrative purposes. Once they have made a determina- 
tion, it would be sort of an anomalous thing if that determination is 
then in a sense set aside by the States themselves by their own subse- 
quent administrative determination. 

This bill does not change the existing system under which the 
Congress determines and it appropriates the amounts needed by the 
States for the proper and efficient administration. The bill doesn’t 
change that part. The bill, however, provides the States with addi- 
tional funds, not necessarily related to the needs of each State, which 
could be used subject to State legislative appropriation, as has been 
indicated here. 

The CHarrMAN. And you favor the continuance of the determina- 
tion by Congress for the administrative expenses but you are willing 
to allow the States to use the surplus for benefit purposes? 

Mr. Stcit1aNno. That is right. 

The CaarrmMan. That is the whole point? 

Mr. Steri1ano. That is the whole point. That is the joint position 
of the Treasury De ‘partment, the Bureau of the Budget and the 
Department of Labor. This position I am giving you is for the three 
departments. 

The CHarrMan. Is that the position of the prior Department of 
Labor? 

Mr. Sictu1ano. To my knowledge, I don’t know if the Depart- 
ment of Labor testified on the prior Mills bill, as such. I don’t 
know if there were hearings held. 

Mr. Mason. They did, very extensively, shall I say. 


45744—54 2 
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Mr. Sicri1ano. I am not aware of that. 

The CuarrMan. What was their position? 

Mr. Mason. Their position was practically the position that the 
gentleman now testifying gives and the whole stress, Mr. Chairman, 
was on whether Congress determined the amount for administration 
or the Secretary of Labor determined and the Congress only approved, 
in general, because they have no way of determining what each in- 
dividual State needs for administrative purposes. 

The CuarrMan. Proceed. 

Mr. Srcr1ano. This, then, would enable the State legislature to 
appropriate funds it had no responsibility for raising. Furthermore, 
this additional amount would increase when Congress, for sound 
reasons, decreased appropriations for regular administrative grants. 
I think that is apparent, that if Congress should decide to appro- 
priate less money for the operation of this program that would result 
in a greater excess. It could and it has in the past years. 

The CHarrMAn. What is the State responsibility in the raising of 
these funds? 

Mr. Srcrt1ano. To answer your question, the State has no respon- 
sibility for raising three-tenths of 1 percent tax. 

The CuarrMan. No administrative machine? 

Mr. Sicm1ano. None, sir. 

The CuarrMan. It is completely controlled by congressional 
legislation? 

Mr. Srcru1ano. Yes, sir. I might say that the total tax is 3 per- 
cent; 90 percent of that 3 percent, or 2.7, is raised by the States for 
their own benefit program, but this three-tenths of 1 percent is paid 
indirectly into the Federal Treasury. That is a Federal tax. 

The CuarrMan. As to the larger amount of the fund, the States 
do raise it, and do have the responsibility for its proper use? 

Mr. Sreru1ano. For the benefit part of the program, yes, sir. 
They do raise it. 

Senator Bennerr. Do I understand out of the 2.7 percent retained 
by the State no money may be spent for administrative purposes? 

Mr. Sicttiano. That is right. 

Senator Bennerr. They depend entirely on the congressional grant 
out of the remaining three-tenths of 1 percent? 

Mr. Steru1ano. That is right. 

The CHarrMaNn. The Department at present determines how much 
of the proper administrative amount is granted? 

Mr. Stern1ano. That is right. The administration strongly urges 
therefore that this provision of H. R. 5173 should be modified to pro- 
vide that the funds the States receive from the distribution of excess 
Federal unemployment collections be used only for benefit purposes. 

The CHarnMAN. Have you an amendment prepared? 

Mr. Sicrn1ano. Yes. We have some language. 

(See amendments p. 34.) 

The CHairRMAN. Will you let us have it before you leave? 

Mr. Srert1ano. Yes, sir. Again, I will refer to a letter to this com- 
mittee that is dated July 17, 1953, which presented the joint views of 
the Department of Labor, the Treasury Department, and the Bureau 
of the Budget. 

The CuarrmMan. Mrs. Springer, may we have that letter, please? 
Have you a copy of it? 
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Mrs. Exvizapetu B. SprinGer (clerk). Yes. 

The CHarrRMAN. We will put it in the record. I think we had better 
put it in right now. 

(The letter referred to follows:) 


TREASURY DEPARTMENT, 
Washington 25, J uly 17, 1958. 
Hon. E. D. MILLIKIN, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 


My Dear Mr. CHartrMAN: Your committee has for consideration H. R. 5173, 
which revises some of the financing provisions of the employment security pro- 
gram. You have requested the views of the Treasury Department, the Labor 
Department, and the Bureau of the Budget on the bill, and this report presents 
the views of the three agencies. 

We are fully sympathetic with the general objective of the bill to set aside the 
proceeds of the Federal unemployment tax for use only in connection with the 
employment security program. However, we would strongly recommend that 
the changes suggested below be made in the bill. 

The bill provides for the accumulation of a fund of $200 million out of excess 
Federal unemployment tax collections, which currently amount to about $65 
million annually, to be available for loans to the States for unemployment bene- 
fit purposes. After the accumulation of such a fund, additional excess collections 
would be distributed among the States to be used either for the payment of un- 
employment benefits, or to the extent that an appropriation is made by a State 
legislature, for administrative purposes. At present the Congress has the respon- 
sibility for determining what is necessary to the proper administration of the 
unemployment compensation system and the public employment service, and 
for appropriating adequate funds for this purpose. Enactment of the bill would 
mean that after the Congress had made these decisions, additional amounts would 
nevertheless be available to the States for the same purpose. Moreover, the 
States would be appropriating tax revenues which they had no responsibility for 
raising. Such practices would seem to militate against sound administration. 

Administrators of State employment security systems have complained that 
funds made available in the past by the Federal Government have sometimes 
been inadequate for efficient administration or for desirable innovations in admin- 
istration. However, this is a problem which should be met directly by the Con- 
gress through the appropriation procedure. The Congress has already taken an 
important step in this direction by providing a contingency fund appropriation 
of broad scope which will afford greater flexibility in meeting the needs of the 
States. 


Administrators of State agencies have also complained that the Federal allo- 
cations of funds to the States for administration are so rigid that thev are unable 
to finance special administrative needs peculiar to the States. However, the 


State administrators are free to transfer funds from one purpose to another within 
the total grant to the States. For example, if a State wishes to transfer funds 
allocated for research to fraud prevention work, they are free to do so. The only 
overall requirement is that the funds be used for proper administration of the 
employment security system. 

In view of these considerations, it would seem reasonable and appropriate that 
the excess Federal unemployment tax collections allocated to the States be used 
only for benefit purposes. 

As adopted by the House, the bill provides tor a loan to a State if the balance 


in its account in the unemplovment trust fund at the end of a quarter 1s less than 
the unemplovment compensation paid out in the preceding 12 months, provided 
the State has an average 2.7 percent tax rate in effect and certain other conditions 
are met. The loan would be limited to the highest amount of benefits paid in 
any of the four preceding yuarters. The bill also provides for the automatic re 
payment of a loan to a State after it has remained unpaid for an entire calendar 
year. This is achieved by a reduction of the credit allowed employers in the 
State against their Federal unemployment tax lia'ilitv. Instead of a credit of 90 
percent of the Federal tax, emplovers would be permitted a maximum credit of 85 


percent of the tax, and for each su sequent calendar year that the loan remained 
unpaid, the emplover creait would be reduced by an additional 5 percentage points. 


The additional taxes thus collected would be used to offset the loan. The effect 
of the compulsory repayment provision would be to impose additional Federal 








14 EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT 


pavroll taxes on employers in a State suffering from continued unemployment, 
irrespective of the payroll tax rate applicable uncer State law or of any increases in 
tax rates which the State itself might adopt. The mere prolonged the unemploy- 
ment in a State, the leavier would be the Federal tax imposed on its employers, 
thus aggravating the problem of economie recovery. 

We would urge the committee to adopt as a substitute for the loan and repay- 
ment provisions of H. R. 5173, the provisions of title XII of the Social Security 
Act, originally sponsored by Senator George, which was allowed to lapse at the 


end of 1951 Title XII was adopted by the Congress in 1944 after extensive 
consideration, and docs not have the objectional le automatic repayment features 
of H. R. 5173 It provides that a loan shall be made to a State if the balance in 


1 
its account on the last day of a calendar quarter falls below the higher of its annual 
contributions to the account during the 2 preceding calendar years. The amount 
) would be equal to the difference between benefits paid out by the State 
in the quarter and an amount equal to 2.7 percent of the wages subject to tax in 
that quarter. Loans would be repaid by a State when, and to the extent that, the 
balance in its account at the end of a quarter exceeds the higher of its annual 
contributions in the 2 preceding calendar vears. Thus the loan would be repaid 
by a State when economic recovery permitted the contributions to exceed benefit 





payments 

The principal criticism which has been made of the “George loan fund” is that 
under some circumstances a State need not repay a loan for an extended period of 
time. This might occur, for example, if a State’s economy continued to be de- 
pressed, and as a result the balance in its account could not be built up to pre- 
viously prevailing levels. It is questionable, however, whether it is in the national 
interest to require a State to repay a loan before it has had sufficient time to 
rehabilitate its economic structure 

The provisions of the bill are geared largely to situations where Federal tax 
receipts exceed administrative expenses. However, in years when administrative 
costs are higher than tax receipts, the deficiency would be met from the general 
fund of the Treasury. Nevertheless no provision is made for the recoupment of 
such amounts by the general fund in subsequent years when tax receipts exceed 
expenditures The underlying theory of the bill would seem to justify provision 
for such recoupment 

Certain technical comments and drafting changes designed to clarify the pro- 
visions of H. R. 5173, as adopted by the House of Representatives, are attached 
as appendix A 

Sincerely yours, 
M. B. Fousom, 


Acting Secretary of the Treasury. 


APPENDIX A 


1. Under the loan provisions of H. R. 5173, the determination of whether the 


State fund balance is low enough to make the State eligible for an advance is based 
upon the amount standing in the aecount of the State in the Unemplovment 
Fund Presumably it was intended that the balance used as a basis for 
determination should also include benefit funds withdrawn from the Unemploy- 
ment Trust Fund and in the hands of the State, and also State tax colleetions 

hich have been deposited in the State’s clearing account, but have not vet been 


deposited in the Unemployment Trust Fund \s the term “unemployment fund’’ 
is defined in section 1607 (f) of the Federal Unemployment Tax Act it would be 
more appropriate, since it would inelude all of these moneys. Section 1201 (a) (1 
and other pertinent sections should therefore be changed by substituting for the 
words “the account of a State in the Unemployment ‘Trust Fund” the words 
“State’s unemployment fund as defined in section 1607 (f) of the Federal Unem- 


ployment Tax Act 

2. Section 5 (f) of the bill authorizes the appropriation of the excess of taxes 
over administrative expenses for the vears prior to July 1, 1953 Since section 
amended by the bill authorizes the appro- 
essary to carry out the purposes of title XII, 


1202 (c) of the Social Securitv Act, 








priation of such sums as may be net 
the provision in section 5 (f) would seem to be unnecessary. 

3. H. R. 5173 requires that the Secretary of the Treasurv credit to the various 
State accounts as of Julv 1, certain excess Federal unemployment tax collections 
as determined by the Secretary of Labor upon the basis of prorated portions of 
the wages subject to tax under State laws. No date is specified in the bill for the 


certification of sueh amounts bv the Secretary of Labor to the Secretary of the 
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Treasury. In the interest of prompt and simplified accounting it is suggested 
that such a date be specified in the bill, preferably July 1, or as near as possible 


to that date. To provide a date of July 1, the following language should be 
inserted after the word ‘‘Labor’ on page 5, line 17 of the bill: ‘and certified to the 
Secretary of the Treasury on or before that date.” 


4. It is suggested that section 1202 (b) in the bill provide that appropriations 
of the additional tax received under the Federal Unemployment Tax Act by 
reason of the reduced credit provisions be made on a monthly basis. This will 
avoid appropriation and transter of such additional tax collections each time a 
deposit is made, as may be required under the present provisions. The following 
is a redraft of section 1202 (b) to accomplish this change and to provide a uniform 
basis for making such appropriations (delete words in black brackets, and add 
italicized words): 

*“(b) (1) There are hereby appropriated to the Unemployment Trust Fund for 
credit to the Federal unemployment account, out ot any moneys in the Treasury 
not otherwise appropriated, amounts equal to the amounts by which (A) 100 
per centum of the additional tax received under the Federal Unemployment Tax 
Act by reason of tne reduced credits provisions of section 1601 (c) (2) of such Act 
and covered into the Tieasury, exceeds (B) the amounts appropriated by para- 
graph (2). Any amount so appropriated shall be credited against, and shall 
operate to reduce, the remaining balance of advances under [subsection (a) ] 
section 1201 to the State with :espect to which employers paid such additional tax 

““(2) Whenever the amount of such additional tax [paid] received and covered 
intc the Treasury exceeds the remaining balance of advarces under [subsection 
(a) ] section 1201 to the States, there is hereby appropriated to the Unemployment 
Trust Fund for credit to the account of such State, out of any moneys in the 
Treasury not otherwise appropriated, an amount equal to such excess. 

(3) The amounts appropriated by paragraphs (1) and (2) shall be transferred 
[from time to time from the general fund in the Treasury], at the close of the 
month in which the meners were covered into the Treasury, to the Unemployment 
Trust Fund for credit to the Federal unemployment account or to the account of 
the State, as the case may be[.], as of the first day of the succeeding month.”’ 

Mr. Sitci1ano. The administration also believes that a change 

should be made—this is a second point where we recommend a 
change—should be made in the provisions dealing with repayment of 
advances made to the States from the funds set up for such purposes. 
ia ; ; 
The bill, as now written, and as passed the House, permits voluntary 
repayment at any time and in any amount. ‘The bill provides, how- 
ever, that repayment must begin automatically for the year commenc- 
ing with the second January after an advance is made. 

lhe CHarrMan. In what amount? 

Mr. Sicrz1ano. It is actually based upon this 2.7; this is the 
compulsory aspect of it: The 2.7 percent that is ordinarily credited to 
employers in a State—they won’t be permitted to get credit for all of it. 
Five percent will be added the first year to the Federal share of the tax 
and each succeeding year an additional 5 percent will be taken from 
that 2.7 credit and paid in. 

Che CHarrMan. It accumulates, 5 plus 5? 
Mr. Siciz1ano. That is right, 5 the first year, 10 the second, and so 


forth. 
The CHarrMan. Fifteen, and so forth? 
Ir. SICILIANO. Until the whole advan ha been repaid, that is 
right. 


The bill provides, as I have mentioned, that it must begin auto- 
matically with the first January following the full calendar vear after 
the advance was mad«¢ 

This requirement is effectuated by providing for reduction in t 
Federal tax credit which I have just indicated how it works, allowed 
employers in the State. The principle of repayment in relatively 
small annual installments is sound. 


1: 
His 
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The Cuarrman. What happens if a State refuses to pay? Or 
does not pay? 

Mr. Srcit1ano. Then, it is paid directly by the employer, if the 
State refuses to pay. 

The CxarrMan. Is that by Federal effort or State effort or how 
does that come about? 

Mr. Sicm1ano. I am not familiar with the compulsory aspect if 
the State refuses to pay. 

The CuarrMan. Congressman Mason, can you tell us? 

Mr. Mason. I cannot, sir. The technical provisions of the bill, 
I am not too familiar with: It is the general overall picture that I 
always presented. 

Congressman Mills has kept very close in touch with the technical 
provisions and usually answered those questions. 

Mr. Sicrt1ano. Mr. Murray, I believe, can. 

The CHarrMan. Merrill G. Murray, assistant to the Director, 
Bureau of Employment Security of the United States Department of 
Labor. 

Will you answer that question? 


STATEMENT OF MERRILL G. MURRAY, ASSISTANT TO THE DIREC- 
TOR, BUREAU OF EMPLOYMENT SECURITY UNITED STATES 
DEPARTMENT OF LABOR 


Mr. Murray. Yes, sir. The bill provides that at any time the 
State can voluntarily repay this advance, but beginning with the 
assessment year commencing with the second January after the 
loan is made this automatic provision goes into effect, and the em- 
ployers, instead of paying three-tenths of 1 percent to the Federal 
Government which is 10 percent of the 3-percent tax, they would pay 
15 percent of the 3-percent tax, which would be forty-five one-hun- 
dredths of 1 percent; the following year, six-tenths of 1 percent, etc., 
but that is paid by the employer directly to the Federal Government, 
and transferred to the loan account. 

The CuatrMan. That is the method of assuring repayment? 

Mr. Murray. Yes, sir. 

Mr. Srcrirano. It is a direct payment to the Federal Government. 

The CuarrMAN. Who orders that done? 

Mr. Murray. That would happen automatically. The Internal 
Revenue Bureau would, beginning with that year, require the em- 
ployers’ return, under the Federal Unemployment Tax Act, to add 
this 5 percent of the total tax, and that 5 percent would be transferred 
back to this Federal unemployment account. 

The Cyatrman. Is it the theory that taxing the employer in that 
way would exert pressures on the State Government to produce a 
willingness to repay? 

Mr. Murray. I don’t know what the theory was of the framers of 
the law except that this seemed to be a convenient way, and a way 
that the Federal Government would be assured that they got the 
money back. 

The CuHarrmMan. Via Federal action through the Internal Revenue 
Department, is that correct? 

Mr. Murray. That is correct. 

The CHarrman. In the way you described? 
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Mr. Murray. That is correct. 

Mr. Siciz1aANno. The administration believes, however, that in some 
cases this automatic repayment provided by the bill may hit employ- 
ers too soon, burdening them with higher contribution rates at a time 
when recovery may have just barely gotten under way. 

In the joint interdepartmental letter of July 17, 1953, the recom- 
mendation was made that title 12 of the Social Security Act, the so- 
called George loan plan, which lapsed in 1951, be reenacted as a substi- 
tute for the provision of H. R. 5173 on this subject. 

However, in the interval which has elapsed since this letter of July 
17, the administration has been exploring other ways of revising the 
loan provisions of this bill on this subject with a view toward preserv- 
ing them to the fullest extent possible, while at the same time minimiz- 
ing the undesirable characteristics of the repayment requirements. 

Accordingly vi 

The CHAIRMAN. That is a good word. What does it mean? 

Mr. Sicit1ano. What I am trying to say here 

The CHarrMan. I am not describing your testimony, but I didn’t 
get anything out of it. 

Mr. Srcru1ano. I think I can understand that. Originally we had 
recommended that we use the George loan plan which had expired 
previously. Rather than get into the provisions of the George loan 
plan, we thought we would rather support the bill as basically written 
now, but at the same time try to take away the feature that would 
cause an employer to immediately start having a tax rise and to imme- 
diately start repayment before he and all the other employers in this 
particular State may be in best financial position to do so. 

In other words, the economy may still be rocky and to compel an 
employer within a period of 13 months after the loan is made to the 
State, to start repayment, might be at the wrong economic time. 
We want to delay that period somewhat. 

The CHarrMAN. You want authority to delay it or an automatic 
delay? 

Mr. Srertrano. We would want an automatic delay. The State 
can always begin repayment any time they want but to compel the 
employer to repay at this time, is something that we feel isn’t eco- 
nomically desirable, but we do want to have a cutoff on the thing 
so that in any event the repayment must begin at a certain time, and 
our cutoff is simply that this be delayed an additional 2 years, to a 
maximum period of 4 years, rather than what it is now, which is 
roughly, that the repayment must begin for the taxable year following 
a full calendar year in which the loan was made. That is a minimum 
period then of 13 months to a possible 23 months. What we are say- 
ing and what we are recommending by our suggestions here is that 
this period be increased to about 4 years before the automatic com- 
pulsory repayment feature begins, because then we feel that by that 
time, in any event, repayment should begin, rather than compelling 
it at an earlier date. 

The CuarrMan. I am still groping around to find out the field of 
the States in this matter. What practices in a State that might not be 
desirable might lead to a condition where it would apply for a loan? 

Mr. Srcrn1ano. Well, each State, of course, administers its own 
program and the considerations vary just as the operation of the pro- 
gram varies and the situation could be as we have in some States 
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particularly now, where they may be hit by unemployment to a 
greater degree than other States. I think the No. 1 example most 
people think of today is Rhode Island, whose reserve is in a fairly 
precarious position. 

The CHarrMan. Is that reserve being in precarious position due 
to the unemployment, or is it due to any governmental practice in 
the State? 

Mr. Sicrm1ano. That- 

The CHarrMAN. And take the State of X. Never mind Rhode 
Island. What might be assigned as the cause of the difficulty of the 
State? 

Mr. Srci1ANno. Let me answer it this way: The job, or the duty 
of the Federal Bureau of Employment Security is to establish mini- 
mum standards for the operation of State programs. That would 
mean, then, of course, checking and working with the States to make 
certain that those standards are maintained. 

The CHAIRMAN. You have that now. 

Mr. Srcrn1ano. We have that duty now. So that to use State X 
as the example, we wouldn’t be inclined to think it was because of a 
faulty operation by the state officials that their state is in such a bad 
position. 

Actually, I think other states, potentially at least, could be in bad 
positions also, and I don’t think there is any question but what the 
administration of all the state programs is good, and it would mainly 
rely on economic factors, unemployment or peculiar conditions—such 
as California, where you have a great influx of people working for 
temporary lengths of time and ther being laid off and an immediate 
drain on the unemployment fund. 

The CHatrMAN. What has the state to do with the rate that falls 
on the employer? 

Mr. Stcmn1Ano. The state has the authoritv—each state can lower 
this 2.7 maximum rate; it can be lowered, based on an employer’s 
own experience, its own turnover in its own plant, to a theoretical 
Zero 

The CHarrMAN. Could the State permit the lowering of the rates 
to a point that brought about its own distress? 

Mr. Sremrano. It could. 

The CHarrMan. Has that happened? 

Mr. Stetrnrano. We don’t think it has. For example, the State of 


Rhode Island has the maximum 2.7. It has had it for some length 
of time 

Senator Cartson. Mr. Chairman, right on that point, I think the 
States like to preserve rather substantial strone balances. | know, 
as Governor of the State of Kansas, we were proud of our balance 
and secured rather high balances in the State and we made ratings 
to the emplovers | think they trv to preserve it | can see possi- 
bilities where under stress and strain they would have their fund 
ereatly educed o1 depleted Oo the point it roes below. 

Mr. Stermrano. Any State, I think you are right—TI definitely 
agree with the Senator—that the States are just as anxious as anyone 


else to make certain thev have a sound reserve. They do immediately 
suspend their credit rating svstems, if it appears they are approaching 
an unsound point. 

The CHarrMan. Could State X by its own practices, reduce its 
reserves to a peril point? 
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Mr. Sicrm1ano. They could. 

The CHarrMAN. You don’t know of any State that does that? 

Mr. Stcii1ano. I don’t know of any State that does that. 

Senator Wriui1aMs. Could a State, by being more liberal in their 
payments, reduce their reserve downward? 

Mr. Sicin1ano. By more liberal, what do you mean? 

Senator Witt1aMs. By payments and the period of time in which 
it is paid. 

Mr. Siciz1ano. Again, I could say theoretically, yes, but at the 
present time, there has been an appeal, as you know, by the adminis- 
tration for all States to review their benefit adequacy and the duration 
of those payments, and see if they can’t be bolstered in most cases. 

Senator Witt1ams. How did the rates which were paid in a period 
of time with those States in trouble compare with the surrounding 
States? Were they more liberal? 

Mr. Stem1ano. No, sir. 

Senator WiiurAMs. For instance, the State of Rhode Island, did 
it pay more, over a more extended period of time, than some cther 
States? 

Mr. Stcmr1ano. Rhode Island has a maximum of $25 a week. 
That isn’t considered one of the more liberal present day standards. 

Senator Wiiutiams. What period of time did they pay that? 

Mr. Sreim1Ano. I don’t know the years in which it was paid. 

Senator Wriuiams. I don’t mean that. How long a period would 
it be paid? 

Mr. Srcm1aAno. Twenty-six weeks. 

Senator WiuuiaMs. Is that the standard for most States? 

Mr. Srcrn1Ano. It varies anywhere from 20 to 26 weeks, and the 
recommended is 26 weeks. 

Senator Wriuuiams. Thank you. 

Mr. Srem1ano. As I said, under the administration’s. proposed 
amendment to the bill, the automatic repayment provision may be 
delayed for 1 or 2 more years, until the State’s fund condition at least 
has had a chance to improve. 

H. R. 5173 now requires, as a condition of eligibility for an advance, 
that a State must maintain an average tax yield of 2.7 percent. This 
is the same 2.7 I mentioned before. In order to get a loan, they have 
got to be maintaining that average. 

In order to become eligible for an advance, the State must maintain 
an average tax yield of 2.7 percent in the quarter in which the applica- 
tion for the advance is made. That is the present provision. 

Mr. Sicrt1ano. The administration recommends elimination of this 
requirement. This particular requirement was included in an effort 
to insure that a State takes timely precaution to meet any continued 
danger of insolvency of its own program. However, as I understand, 
the proposed aid to the State will be in the nature of an advance—it 
is not a grant—it is an advance that has to be repaid—the State can 
be relied upon, we think, to levy such contribution rates as reflect its 
financial responsibility. This ties in with our point here a while ago. 

At present, all State laws provide for some increases In rates, most 
for the suspension of all rates below 2.7. Thirty-six States provide 
that there is a suspension of anything less than 2.7 in the event their 
reserves become seriously depleted. 

To the extent this is the case, then, the Federal requirement would 
add nothing, but the reason, you might say, ‘‘Why are we opposing it 
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if they already do it, or why are we opposing the language that is in 
the present bill,’ might be centered on this one sentence: 

[t might also prevent some States from using methods of financing 
which aim to avoid rapid increases in employers’ contributions at a 
time when they are least able to meet it, and that is basically the only 
reason we feel that this should be deleted. 

The CuarrMan. Exactly what do you want to do? 

Mr. Stcrm1ano. We would just eliminate it, simply because the 
States already, in 36 instances, have mandatory return to a 2.7 rate, 
and in any event, it might interfere with what the other tax revenue 
efforts the States may want to make to get out of their dilemma. 

Senator Caruson. Mr. Chairman, right on that point, if I may, 
under existing law, 2.7, and under this proposal, they would be re- 
quired to meet that. 

Mr. Srcrnrano. Yes, sir. 

Senator Cartson. Wouldn’t there be some danger of some States 
purposely reducing it considerably below the 2.7 and that State in the 
future getting into financial difficulty, while if you had a 2.7 as the 
language in the bill, wouldn’t that be better? 

Mr. Stcrnrano. There might be a danger of that. The State 
would have no reason to wantonly lower the rate. I think they would 
have more reason, if these were grants, rather than simply loans, to 
just carelessly or negligently go ahead and lower the rates. 

Senator Carson. It is generally recognized that these rates are 
very important to an employer, and to an industry, and it might be 
that competition would enter into it, as I see the picture. It seems to 
me some States would maintain 2.7 and if there were no provision, they 
would have to maintain at least that to keep up their funds, some 
States might decide they would make it 1%. 

Mr. Srcrntano. That is possible. That possibly could happen. 
You have also the problem of this very competition, sometimes, em- 
ployers staying away from a State because they feel they have a 2.7 
rate. 

Senator Cartson. Competition enters into it. 

Mr. Sicrurano. They won’t go into it for that reason. The July 
17th letter made a further recommendation which we think should be 
given serious consideration. 

This recommendation is concerned with the fact that the bill, as 
now geared, is geared to situations where the Federal unemployment 
tax revenue exceeds the actual administrative expenses. In years 
when administrative costs are higher than tax receipts—in other 
words, you might not always have the situation of an excess—— 

The CuarrMaAn. Have we had any such years in the past? 

Mr. SicrtiaNno. Since 1938 you have had none, and I don’t know 
before 1938 whether we have had any year where there was not an 
excess, so this may be not too real a position; but in any event, it 
does provide in the bill that in the event that there is no excess, that 
a deficiency would have to be met from the general fund of the Treas- 
ury. 

We are only saying this: That there is no provision in this bill 
for a recoupment to the Treasury, for subsequent years. The under- 
lying theory of this bill is to make employment security systems self- 
sustaining, and so we think it would seem to justify provision for 
recoupment in the event it is not self-sustaining, and there does have 
to be an allocation from the General Treasury. That is one pro- 
vision that we suggest be put in. 
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I woud like to make one further point——— 

The CuarrmMan. Again, you will have your thoughts in amendment 
form? 

Mr. SicrLrano. Yes, sir. 

In addition to the automatic appropriation of excess taxes in sub- 
sequent years, the bill has two further provisions, and rather than 
read what I have here—because I don’t understand it too well either— 
I think—— 

The CHarrmMan. That is very refreshing. 

Mr. Sicru1ano. I think there are two provisions, one of which 
we are in accord with, and that is in this present bill which pro- 
vides that there will be appropriation of advances to the Federal 
unemployment account to carry out the purpose of the bill when you 
have no excess at all. They would be repayable, again, in the future, 
but we have no objection to that provision. However, the other 
provision is section 5 (f), referred to in the bill. 

What this does is, it goes back to June 30 of 1946, to July 1 of 1953. 
During those years, of course, this excess tax that has been collected 
has never been returned to the States. ae bill would say that in the 
event there is no excess for any one year, Congress would then go back 
and pick up, say, the excess for the year 1953, and put that amount 
into the Federal unemployment account. 

What it does simply is, it always makes a potential obligation there 
for the so-called past— for the years 1946 to 1953. 

The CuoarrMan. There is a denial of the theory that the excess 
belonged to the Federal Government to spend as it pleased, isn’t there? 
Isn’t there a little recognition there that perhaps there is an obligation 
to repay? 

Mr. Sicit1ano. That is right. That is exactly what this is. This 
is an attempt to say that all along there should have been a recognition 
and all along this excess collection should have been set aside for 
return to the States. 

The CHarrmMan. Do you know of any sound theory or any theory 
that has been advanced as to why the Federal Government should have 
had the use of the surplus to spend as it pleased, without obligation? 

Mr. Stcrutano. No. As far as I know, there has never been any 
maintenance on the part of the administration. I don’t know the 
history of this thing too well—that it had the right to spend this 
excess. Is that your question? 

The CuHarrmMan. Yes. I understand it had the right to do it and it 
did, but what I am trying to get at is, did anybody ever advance an 
argument saying it was right to do so, that it was correct to do so? 

Mr. Srcrmrano. No, sir. I don’t know of anyone advancing that, 
so then this potential obligation that would exist for some 6- or 7-year 
period, we think, is unnecessary, and I might mention here that because 
it also imposes sort of a potential obligation on the Federal Treasury, 
that the Bureau of the Budget and the Treasury feel fairly strongly 
about this; that this particular provision be eliminated, and with 
this particular elimination in this particular bill, there is already 
existing language in section 904 (h) which provides for the same kind 
of obligation up to 1952, I think it is, or 1951, so we recommend that 
that language also be eliminated. 

In other words, we recommend the elimination of this potential 
obligation that would be in the bill. 
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The CuarrmMan. You do that because you don’t believe that there 
is either any obligation in strict terms, or that there is any moral 
claim? 

Mr. Sicru1aAno. We feel there is an obligation, but we think it 
should be prospective. 

Senator Cartson. Mr. Chairman, I think it would be interesting 
if the witness knows the amount that accrued or accumulated from 
1946 to 1953. Do you have that figure? 

Mr. Srcmr1ano. I know the total amount from 1938 would be 
$600 million to $1 billion, but I am advised here it might be about 
$300 million. 

The CuarrmMan. For what period? 

Senator Carison. From 1936 to 1953, how much the accrued or 
accumulated amount would be. 

Mr. Sicru1Ano. As I have indicated, we shall submit draft language 
to carry out all of these recommendations which I have outlined. 

There are some further amendments of a minor or technical nature 
which we would like to submit at the same time, but I am not taking 
them up at this time. 

The CHarrMan. Strictly technical? 

Mr. Srcrt1ano. We think they are technical. 

The CuarrMan. No real question of substance? 

Mr. Murray. They are of a minor substantive nature. 

The CuarrMan. Is there anything that warrants taking the time 
of this committee to consider them in detail? 

Mr. Stcrirano. I would think not. 

The CHarrMan. With your technical amendments, will you submit 
an explanation? 

Mr. Sicri1ano. Yes, sir. 

(See amendments p. 34.) 

In summary, the position of the administration—if I might just 
repeat them in sort of numbered form here is—(1) we favor the 
deposit in the Federal Unemployment Trust Fund each year of any 
surplus taxes collected over congressional appropriations for admin- 
istrative expenditures, but we recommend that this deposit begin 
with the excess tax fund collected during fiscal year 1955. 

The CHarrRMAN. You don’t want to pay for the dead horses, is 
that it? 

Mr. Stcru1ano. That is right. 

(2) We favor the distribution of excess funds to the States as 
proposed in H. R. 5173, but we recommend limiting the use of the 
funds so distributed to benefit payments only. 

(3) We favor the creation of a fund from which non-interest-bear- 
ing advances can be made to States with dangerously low reserves, 
but we believe that the financial assistance afforded thereby would 
be more effective if the automatic repayment provision were made 
flexible enough to take account of the general business conditions. 

The CuarrMan. I suppose we might as well get at it. What 
States have the reserves that are dangerously low? 

Mr. Stertrano. There is one State, the State of Rhode Island, 
which is very low and dangerous, and Alaska is in a very precarious 
position 

The CHatRMAN. Alaska? 

Mr. Sicrn1ano. Yes, sir. 








EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT 23 


The CHAIRMAN. Some years ago there was another State, in addi- 
tion to Rhode Island, that we heard a lot about. 

Mr. Stcm1ano. Massachusetts. 

Rather than try to blanket in, in an order of sequence, the numerical 
order of States, what we have done deliberately—because Alaska and 
Rhode Island do stand out— 

The CuarrMan. I don’t even like to mention the States, but I 
think before we are through we will be asked the question, so we might 
as well get at it. 

Mr. Sricr1aNno. Well, we would be glad, in fact, to furnish the so- 
called position of the States in respect to their reserves, of all the States. 

The CHarrMan. Will you do that? 

Mr. Sicin1ano. Yes, sir. 

The CHatrRMAN. You will put it in the record. 

(The information to be furnished follows: ) 

(See letter and enclosures, p. 34) 

The CHarrMan. Is there any way in which you can indicate those 
which, in your opinion, are in perilous condition? 

Mr. Sicrztano. We have a table whereby we state how long a re- 
serve would last, based on an average payment over a 6-year period. 
That table will show you that, for example, some States will be in a 
position to withstand this average rate of payment for 6 years, others 
for 25. 

The CuarrMan. Do the States accept your tests that you are now 
talking about? 

Mr. Sicrt1ano. I would think so, yes, sir. 

The CuarrMan. Is there any objection from any of the States you 
know of? 

Mr. SicrutaNno. It is a statistical method. 

The CHatrMan. | know it is, but do the States accept the meaning? 

Mr. Stci.1ano. I don’t know if the States have ever been asked to 
particularly accept this. 

The CuarrMan. Anyhow, give us the benefit of your own viewpoint 
on that; give us the statistics of reserves of each State and indicate 
those that you think may be wobbly. 

Senator Wituiams. Mr. Chairman, with that report, could he also 
include with each State a record of what each State pays per week and 
the number of weeks it pays, so we can see what effect that might have? 

The CuarrMan. Will you supply that? 

Mr. Siciu1ano, Yes, sir, weekly benefits and the ratio. 

(The information to be supplied follows:) 

(See letter and enclosures, p. 34). 

The CuatrmMan. I think this comes from the same thing. There 
might be an indication of the rate that is used in the State. 

Mr. Sicruiano, Yes, sir. 

Senator CarLtson. On that point (3), “We favor the creation of a 
fund from which non-interest-bearing advances can be made to States 
with dangerously low reserves,” do | understand your recommendation 
is that Congress create a new fund for this purpose? 

Mr. Siciuiano. No, sir. This is the $200 million fund. 

Senator Bennetr. The purpose of the bill is to create that fund. 

Senator Cartson. You favor it? 

Mr. Sicruiano. Yes, sir. 

(4) We recommend elimination of the requirement of a 2.7 percent 
average tax rate at the time of the application for an advance. 
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(5) We recommend that consideration be given to a provision for 
recoupment to the general fund of the Treasury of those administrative 
costs which exceed tax receipts; and (6)——— 

The CHatRMAN. Read me that again, please. 

Mr. Sicit1ano. We recommend that consideration be given to a 
provision for recoupment to the general fund of the Treasury of those 
administrative costs which exceed tax receipts. 

This is the time when the tax receipts are less than the administra- 
tive costs and when Congress must make that deficiency appropriation. 

(6) We recommend—— 

The CuarrMan. Recoupment by the Federal Government is, in 
your view, prospective? 

Mr. SictLiano. Yes, sir. 

The CuHartrMAn. Do you favor any past—there has been—— 

Mr. Sicit1ano. We recommend elimination of all provisions which 
authorize appropriation of past excess tax receipts. 

In concluding, I should like to make it clear that the administration 
will continue to keep intimately in touch with the employment situa- 
tion in the country, so that it will be immediately aware of any more 
far-reaching financial needs of the States which may require action to 
insure the integrity and stability of our Federal-State employment 
security program. 

That concludes my testimony. 

The CHAIRMAN. Any questions? 

Thank you very much. 

Mr. Sicitiano. Thank you, sir. 

The Cuarrman. Where do you come from, may I ask? 

Mr. Sicru1ano. I am from Utah. 

(The following selected data was subsequently secured for the 
record:) 


SeL.ectep Dara ON THE CURRENT FinancrAL Position OF THE STaTE UNEM- 
PLOYMENT INSURANCE PROGRAMS 


The first table containing the financial data for the calendar years 1952 and 
1953 will convey to the committee the dollar amounts collected and spent during 
these 2 years and the amounts available in the State reserve at the close of each 
of the 2 years. 

The second table, showing significant measures of the solvency of the several 
State programs, will permit the committee to make its owr evaluation of the 
comparative solvency position of the State unemployment insurance programs. 
The first 2 columns of that tabulation compare average contributions with the 
1953 cost of benefits, both being expressed as a percentage of 1 year’s taxable 
wages. The last 3 columns show the State’s reserve as a percentage ot 1 year’s 
taxable wages and as a multiple of both the average and the highest annual costs 
experienced after the war. The significance of this last measure lies in the fact 
that it conveys an idea of the length of time a State could remain solvent solely 
on the basis of its accumulated reserve without collecting any more contributions 
or interest, if future benefit liabilities remained within the limits of those experi- 
enced in the past. 

Tables III and IV contain intormation on present State limits on the weekly 
amount and the duration of benefits. 

Table V shows varying State reserves over a period of 5 years in conjunction 
with benefits paid and average rates at which contributions were collected in each 
of those years. While the average rate of contributions and the size of the benefit 
liability are the primary determinants of the change in the size of State reserves, 
other factors such as interest collected, fines, refunds exert a contributory influence. 

Table VI and the chart show the total Federal unemployment tax collections 
for the years 1936-53 and the total grants to the States for the same period. It 
also shows the percentage that the grants represented of Federal tax collections 
for the United States and with respect to each State. 
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TABLE 1.—Financial data for 1953, by State 


[In thousands; corrected to Mar. 1 


7 Ae j 


Benefit dis- 
bursements 


Reserves as 


of Dec. 311 





Contribu Interest 
redited to 


collected 2 trust fund 








$962, 221 


United States ___- $8, 912, 821 $1, 347, 630 $201, 








Alabama 77, 455 
Alaska. 8,115 3, 809 
Arizona- ‘ é 
Arkansas 
California 
Colorado 
Connecticut 

- D:laware ‘ 
District of Columbia 
Florida 
Georgia 
Hawaii 
Idaho. 
Illinois 

% Indiana-_ 
Iowa. 
Kansas 
Kentucky-. 
Louisiana-- 
Maine---_- 
Maryland 
Massachusetts __- 250, 032 
Michigan... ..- 440, 508 
Minnesota -.--_-- 134, 799 
Mississippi--. 43, 186 
Missouri ----- Bipammbers 224, 259 
PECRROMA.........<-2<- ee puke 42 
Nebraska... ..-..- 41, 331 
Nevada- sit as 17, 028 


Rho on 
x 


SMINY-~1NI ows 








2 
, 1, 830 
20), 594 3, 338 
2 
1 
3 





2, 841 
, O16 


3. 060 








3, 073 
1, 006 


5, 213 


945 
U4 


ore 


010 





New Hampshire- --- 


22, 504 
6. 


521 








New Jersey. -..----- 506, 649 , 480 
New Mexico. ..---- 34, 825 784 
EE Te ain ne , 311, 985 114 
North Carolina. -.- 181, 417 
North Dakota ; : 11, 305 
Ohio ; — seag 686, 487 15, 
Oklahoma.._-__---- ae 5 56, 101 . 
I i ic tas woes ‘ ee | 71, 666 1, 
Pennsylvania_ ---- 5 12 
Rhode Island _-.. 
South Carolina l, 
South Dakota_-__----- ai 
ct ddkecncmsents 2, 
Texas. ..- 6 
Utah___- es eet 
Vermont. aipdhinieneonseapes ETS . i { 
Wnshassicdicyaces nee, Shape caer ee 2,3 
Weantestem...........2.<. il ain Feviasel 190, 808 4, 
West Virginia___--- aintadatisiay So exer eocancunnl 89, 802 2, 
Pc cudubeed ontacecasauieiense cubed 255, 369 5, § 
Wy Pe vacdcinioves CAA dcackudenanda | 17, 013 : 
7 ~ — — ina — — — — — ——— —_—————— —_ — 
1 Funds available for benefits 
2 Includes contributions, penalties, and interest from employers, and contributions from employees. 
Adjusted for refunds of contributions and for dishonored contribution checks. 
NorTeE,.—State figures do not necessarily add to totals due to rounding. 
~ Source: Department of Labor, Bureau of Employment Security, Division of Actuarial and Financial 


Services, Mar. 10, 1954. 
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Financial data for 1952, by State 


[In thousands; corrected to Aug. 1, 1953] 


Contribu- Interest Benefit 
tions credited to disburse 

collected ? trust fund ments 

(table A-2 (table A-3 (table A-4 


Reserves as 
of Dee. 31 
(table A-1 


United States $8, 327, 5 $1, 367, 67 $177, 351 $998, 237 


Alabama : 5, 59% 1, 542 11, 167 

Alaska 7 3, 194 4,171 

Arizona 5, 94: 838 1, 390 

Arkar 3, 7 . 924 5, 707 

California 5 76, 5, 717 101, 678 

Colorado 7, 9% 5 435 1, 311 

Connecticut 23 35, 72% 353 11, 044 

Delaware } } 361 1, 023 

District of Columbia 5 { , 165 1, 700 

, 133 4X3 

726 9, 491 

2, 336 

8H2 

57, 345 

20, 842 

, 937 

3, 912 

5, 193 

, 181 

5, 326 

930 

, 133 

1 i 10 wed , 987 

Mi sot 30, 146 ‘ ) R9 612 
Nii pi 3, 37 53 Q5t 

Missout 20, 507 5,15 7 3, 624 

Montana 39, 5 5,3 2, 155 

Nebraska 7 7 2,172 

Nevada dy : 313 243 

New Hampshire 21, ) ) 5, 790 

' , 163 

, 541 

5, 211 

162 

, 616 


}, O66 


vailable for benefits 
tributions, penalties, and interest from employers, and contributions from employee 


funds of contributions and for dishonored contribution checks 


te figures do not necessarily add to totals due to rounding. 
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1. ‘ ’ , , ‘ 
TABLE 2. Significant measures of the solvency of une mployment insurance, by State 


[Corrected to Mar. 1, 1954] 





Kn rve er IDS 
a we s1yinent LD 
iSa percent i 
“ I tax 4LE 1o4 9 H ' 
1952 1953 ee) average nual « 
i al He-53 
United States 1.4 0.9 8.8 6.3 3.8 
Alabama 1.2 ) 1. ( 7 ( 3.0 
Alaska 2.7 2.7 4.0 s 2.9 1.4 
. Arizona l 1.2 { 15. 1 1 
Arkansas_- l 1.3 1.1 S 2 l 
California 2. 1 1 8.8 4.0 2.2 
Colorado 1. ( 4 2t 13. 4 
Connecticut 1.8 l 4 ’ 3. 6 
Delaware é ‘ 1 
. District of Columbia 7 4 8 19. 6 12,2 
Florida 8 6 t ) 8. 4.9 
Georgia 1.2 1.2 8 ..2 7.0 
Hawaii S 12 ’ , 4.3 
Idaho 8 l 1.4 15.0 1.0 
Llinois 1.1 ) 6.1 4.1 
Indiana 7 ‘ ) 7.4 10.6 7 
Iowa 5 11.0 22.0 15.7 
Kansas 1.0 l s 8.8 11.0 1.0 
Kentucky 1.7 1.7 1 12.6 10 6.6 
Louisiana 1.8 1.3 ~ 4 a 0 
Maine 1. ¢ 1 ] 1.7 5.7 l 
Maryland 1.0 7 7 s 6.2 2 
Massachusetts 2.7 2.7 1.1 f 1.38 
Michigan 1.5 1.5 7 7. ¢ % , 2 
Minnesota 8 t 7 x 10.4 6.9 
Mississippi 1.3 1.2 l ’ 7.8 1.6 
M issour 6 t 9 6.2 
1.9 . 14 lf ~ 
e 7 9 
s 8 } ) 8 4.2 
ire ) s 
| { 6.6 2 
2.4 2.{ t 1.9 l 
North Carolina 1.2 1.3 l b. ¢ 
North Dakota l 1.4 * $ 1.7 
Q} oO 1 1 { ; 1 t 
Oklahoma 1.1 ) ) t 2 
Ore 2 LY 4.2 2.3 
Pennsylvania l 2 1 
R e Island 2 2 1 
South Carolina 1. ¢ ! | ) 7.9 ) 
South Dakota ! 4 10.8 
Ie n < 1 j s 
lexa ' 
Uta ! ) 8 3. 2 19 
\ ermo s ' 
Vir L t f 1.8 
: Was iingto 1 3 8 9 
West Virginia ) 7.8 ' 
W isconsin & 10.8 18 2 
W yomi I v 
‘ - 1 Taxable wages are estimated for 12 months ending Sept. 30, 1953, 


Source: U. S. Department of Labor, Bureau of Employment Security, Division of Actuarial and 
Financial Services, Mar. 10, 1954, 


$5744-—-54 
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TABLE 3.—Mazimum weekly benefit amount and ratio to average weekly wages of 
covered workers, 1939 and 19538 


Maximum weekly | Average weekly wages, Maximum as percent 
benefit amount covered workers of weekly wages 


Decem-| December 1939 December | December 
ber 1939 1953 ! - 1939 1953 2 


Total 


Alabama 00 
Alaska ) 35. 00 (70 
Arizona 00 (26 
Arkans { 00 
Californi 5.00 
Colorado 5 28.00 (35) 
Connecticu 5 30. 00 (45 
Delaware 5 25. 00 
District of Columbi 5 20. 00 
Florid 5 20. 00 
creorg! ) 2 oo 
Hawaii 5 25. 00 
Idaho 5. 00 
Ilinoi } 27.00 
§ 7. 00 
00 
ov 
ou 
» OO 
00 
oo 
5. 00 
7.00 
Minnesota 5 00 
Mississippi 30. 00 
Missouri 5 25. 00 
Montana 3.00 
Nebraska 5 26. 00 
Nevada 5 0. 00 
New Hampshire 00 
New Jersey § 30. 00 
New Mexico 5 30.00 
New York 6 30.00 
North Carolina 5 00 
North Dakota 5 26. 00 
Ohio 5 00 
Oklahon 5 28.00 
Ore nm 25.00 
Pennsylvania 5 00 
Rhode Island 25.00 
South Carolina 5 20.00 
South Dakota 5 25.00 
Tennesset 26.00 
Texas f 20. 00 
Utah } ¢ AO 
Vermont 25.00 
Virginia { 22. 00 
Washington 5 30. 00 
West Virgin 30. 00 
Wisconsin 5 33.00 
W yoming 00 (36) 


anf 
wank 





2 
~1 
IOSD NK KH OI eK OO 
r= Oe Or vo x > 


o> > 


1 


46 l 
46.8 (56.1) 


| Figures in parentheses represent maximum including dependents’ allowances, except in Colorado where 
the maximu'n is higher for claimants meeting certain requirements The District of Columbia maximum 
is the same with or without dep2nients. Figure not shown for Massachusetts since it would necessarity 
be based on an assumed maximum number of dependents 

2 Rates based on average weekly wages of covered workers for 1952 since 1953 data not yet available 
Figures in parent! ; based on maximums including dependents’ allowances. 
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ii TABLE 4.—Summary of duration provisions, December 1949 and 1953 


[Duration in 52-week period] 


























H December 1919 December 1953 
, 
Weeks of Weeks of 
State benefits benefits 
Proportion of wages in Proportion of wages in 
base period base perio 
Mini-| Maxi Mini- | Maxi 
, mum |mum mum mun 
Alabama 14 10 20 4g 11+ 20 
Alaska 16 8 25 32-30 percent 2 5 
Arizona Uniform 12 12 10 0 
Arkansas Lg 10 6 Same as 1949 
California 1 1124 6 do 
Colora lo 13 10 20 1 210-26 20-26 
Connecticut 14 64 26 10 26 
i Delaware l4 ll 26 Same as 1949 
Ri District of Colum- | ! 11+; 20 do 
it ® bia 
Florida Ly 7+ 16 
Georgia Uniform t 6 20 20 
Hawaii do 20 20 
oe Idaho 40-22 percent 10 20 10 26 
Illinois 56-33 percent 10 6 ( 26 
Indiana L4 6+ 20 
Iowa I 6+ 20 ao 
4 Kansas 6+ 20 le 
: Kentucky Uniform 22 22 Uniform 26 26 
Louisiana M4 10 20 Same as 1949 
Main Uniform 20 2 do 
Maryland b4 7+ 26 lo 
Massachusetts io 5+ 23 0 6 26 
Michigan 34 week of employment 9+ 20 Same ‘ 
Minnesota 47-23 percent 14 25 41-26 15 26 
Mississippi Uniform 16 16 amc 
M issouri 14 in 8 quarter 1+ 20 l 24 
Montana U niforn Is S Uniform 20 20 
Nebraska S+ 20 5 10 20 
Nevada 1g 10 2 Same as 1949 
New Hampshire Uniform 23 23 Uniform 26 26 
New Jersey l if * 44 weeks ofemployment 13 th 
New \‘exico “ 2 20 - 12 24 
New York  niform 26 2¢ Same as 1919 
North Carolina do 20) 20 Uniforn 26 26 
North Dakot io 21) 2 Same as 1949 
Ohio 2+ 20 19+ 26 
Oklahoma ; 6+ 22 Same as 1919 
Oregon ‘ 6+ 26 8+ 26 
Pennsylvania 0 y 21 >-d4 percent ) 26 
" Rhode Island 52-27 percent 5+! 26 | 35-27 percent 1 6+ 26 
South Carolina... { iform Is x Same as 1949 
South Dakota ercent 6+ 20) 3-22 percent 10 20) 
anne 00) 20 | Unifort 22 22 
Texas Ls 5 ; Same as 1949 
Utah (4 ! 20 115 26 
Vermont Uniform 2 2 Same as 1949 
ss Virginia oO 
Washington 25-31 percent l 2 do 
West Virginia Uniform 23 23 { 2 24 
Wisconsin 24 weeks of employment i+ 26+ 10 f ployment 10 2¢ 
W yoming ‘ 6 2 3 ri S <b 
. 1 Minimum applies to claimant w minimu jualifying w oncentrated largely or wl 
quarter and weekly benefit amount abo ninimu Large! im of week wr cliimant wi I 
weekly benefit. Statutory minimum for Alaska, Delaware, Illinois, New Jersey #49), and Utah 
2 Hizher figure applies to clainants who have | mployed in Colorado for 5 consecutive calendar 
years with wazes in excess of $1,009 per year and no nefits received during p yd 
If benefit is less than $3 (1919) or $ 153), ber ! ii at rate of $3 (1949) or $5 (1953); no qualifying 
wage and no mitimum or annual ben re sp i 153 
4 Weighted schedule in percenta iverage State wage 
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TABLE 6.—Estimated expenditures for State Employment Security Administration 
compared with FUTA collections and expressed by percent of Federal unemploy- 
ment tax collections, by State, fiscal years 1986-653 


In thousands] 


Total expenditures 
Federal un- ’ 
employment | 


State 











tax collec- | Percent of 
tions Amount tax collec- 
tions 
{ 1 States $2, 827, 802 $1, 914, 058 67.7 
Alat : 31, 396 28, 210 89.9 
Ala i 2 4,129 138. 1 
A . 8 12, 115 146.9 
4 12 7,191 140.9 
Cahto 4 22 183, 431 82. 9 
Coloralo 16 14,015 82.7 
Co ( 32, 543 | 52.6 
i) wa 7 4,969 | 65.6 8 
istrict I 13, 668 84.4 
I 9 9 26, 226 R9.7 
(r s Qk, 44 77.7 
Ha 6, 974 5, 037 72.2 
Ida 040 8. 731 144.6 
I 222, 672 103, 674 16.6 
I 85,4 41, 784 18.9 
lowa 27, OF x ¢ 2 
K i 2, 268 l i 72.8 
K ! 8 79. 2 
I ‘ 4 81.7 
M 1 ) 110 79 5 
M 4 49 0 ) 66. 1 
M t 117, 234 81. 955 69.9 
M 68,018 95, 123 54. ¢ 
M i 40, 352 34, 341 
M 11, 450 18, 235 
\ I 09 39. 150 
M 6, 481 8, 632 
13, 046 11, 350 
3 17 5, 5S4 
New H 9. BE 510 
t 2} Ie We 
N rl ; 7, 900 
New Yor 5, 736 261, 514 
44, 160 34, 892 
North D t 3, 167 6, 153 
oO ; 








Py ' 
RK ( | 
South Car | 
ut ) 
Ie ‘ } 
m | 
Ver . 
\ 60. 2 
Ww 82.2 
West \ 54.0 
iW in 4 
2 16.3 
I r I ) 1,812 


I { Department of Labor, Bureau of Employment Security, Division of Actuarialand Financial 
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The following letter and enclosures was subsequently submitted 
for the record: ) 

See p. 62 for amendments submitted by State Employment 
Security Administrators: 

U.S. DEPARTMENT OF LABOR, 
Orrick OF THE ASSISTANT SECRETARY, 
Washington, March 12, 1954 

The HonoraBLE EvGENE D. MILLIKIN, 

Chairman, ¢ nmittee on Finance 


United States Senate, Washington 24, D. C. 

Dear SenatTor MIuLurKIN: Pursuant to my statement to the Committee on 
Finance during the hearings on H. R. 5173, March 9, 1954, I have the privilege 
to transmit to you the following four documents: (1) a draft of the 6 substantive 
amend) ts of H. R. 5173 recommended by the administration and discussed 
in my Marck 9, 1954, statement; (2) a brief description of these 6 substantive 
amendments; (3) a draft ot certain minor and technical amendments of H. R 


73, also recommended by the administration; and (4) a brief summary and 
explanation of these minor and technical amendments 

I wish to express again my appreciation of the courtesy afforded me by the 
committee. If there is any further way in which the Department of Labor can 
be of service, do not hesitate to call upon u 

Sincerely vours, 
tocco CC. SICILIANO, 

Assistant Secretary of Lalor 


DRAFT OF SIX SUBSTANTIVE AMENDMENTS OF H. R. 5173, RECOMMENDED IN 
DEPARTMENT OF LABOR’s STATEMENT FOR THE ADMINISTRATION BEFORE THE 
SeNATE ComMMITTEE ON FrnanckE, Marcu 9, 1954 


Amend the July 9, 1953, Senate print of H. R. 5173, as follows: 


1. Change of effective date of earmarking 

On page 2, line 7, strike out “ending June 30, 1954” and insert in lieu thereof 
“heginning July 1, 1955.” 

On page 2, line 11, insert ‘‘preceding’’ before ‘“‘fiscel.’ 

On page 2, line 14, strike out ‘for such year’ and insert in lieu thereof “during 
such preceding fiscal year.” 

On page 2, line 16, insert ‘‘preceding”’ before “fiscal.” 

On page 2, line 17, strike out “for such fiscal year” and insert in lieu thereof 
“during such preceding fiscal year.’’ 

On page 2, line 20, strike out ‘‘close’’ and insert “beginning”’ in lieu thereof. 

On page 2, jines 22 and 23, strike out ‘‘as of the close of such fiscal year.” 

On page 2, line 24, strike out ‘“‘close’’ and insert ‘‘beginning.”’ 

On page 4, line 18, strike out “sueceeding.”’ 

On page 5, line 1, insert a period after “account” and strike out “at the close of 
the fiscal year for which the transfer is made.”’ 

On page 5, line 10, strike out ‘close’ and insert “beginning.” 


On page 5, line 18. strike out ‘sueceeding.”’ 


Perr excess taxes distributed to State accounts to be used for benefit purposes only 

On page 6, lines 24 and 25, strike out the commas, and strike out ‘except as 
provided in ‘aph (2),”’ 

On page 7, strike out all of lines 3 through 25 and on page 8 strike out all of 
lines 1 through 7. 

On pages 13 and 14 strike out all of subsection (a) of section 5 of the bill, and 
redesignate sub ections b). GC), d ~ 1c and f &S (a (b \C), (d), and (@), 





Exrtend fron 2 lo 4 ears. the pe od during which re payment of advance 7¢ts not 
required 

On page 12, line 21, insert the following after the word ‘“State”’ and before the 

semicolor inless, prior to such January 1 and subsequent to the latest calendar 


quarter in which an advance was made, the balance in the State fund has failed to 
equal or exceed the highest annual benefit payments made in the five years pre- 
ceding such taxable year;”’ 
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On page 12, line 22 through page 13, line 4, strike out all of subparagraph (B 
and insert the following in lieu thereof: 

“(B) in the case of a taxable year beginning with the third consecutive 
January 1 on which such a balance of unreturned advances existed, by 5 per 
centum (or, in the event of a previous credit reduction under paragraph (A 
by an additional 5 per centum) of the tax imposed by section 1600 with respect 











to the wages attributable to such State paid by such taxns r during such 
taxable vear unless, prior to such January 1 and subsequent to the latest 
calendar quarter in which an advance was e balance in the Stat 
fund has failed to equal or exceed the highest ial benefit payments nade 
in the five years preceding such taxable year; at 
‘(C) in the case of a taxable vear beginning wi t yurth consecutive 
January 1, or ary succeeding corsecutive January 1, 01 ich such a balance 
of unreturped advances existed, by 5 per centum (or, in the event of a previous 
credit reduction, by an additioral 5 per centum for cach such taxable vear 
of the tax imposed by section 1600 with re ect to the wages attributable to 
such State paid by such taxpayer during such taxal vear 
{. Eliminate mat? nance by State of 2 vercent averag 1x te f é ] ty for 
( 
On pages 8 ard 9, strike out all of paragraph (3) of subsection (a) of section 1201, 
except the word “‘arnd”’ after the semicolor 
On pa 9, line 4, re er paragra | vera 
On pa ), line 5, strike ovt the co is after i vord 
and”’ be 2 nd str out 13 
5. Provide f CO , f e3ce m 
Add a new ibsection to section 901 as set fort ct 2 t bill to read 
follows: 
( N me) 1 re LOOT ria aer 
| year or veal rior thereto the emplo 1 
ive exceeded the tax received under t 11 Lnemploy 
intil an aro t al t ( ul of ‘ 3 ’ 1 l l 
whi yuld otherwi e appropriated cha to re nin 
l of t Tr I 
6. Eliminate aut! jlo ) le ¢ } ) Q 
On page 15 strike ovt all of paragraphs (1) and (2 »f ibseetior f 
5 of the bill, redesignate subseetio f) as subsectiol accordanct th amend- 
ment No. 2 above] and rt the followings 
( Subsection f section 904 ot e Social S I ‘ct is hereby amended 
by repealing everythi kcept t first sentence.’ 
EXPLANATION OF S1x SuBSTANTIVE AMENDMENTS OF H. R. 5173 RECOMMENDED 
IN DEPARTMENT OF LABOR’S STATEMENT FOR THE ADMINISTRATION BEFOR 
THE SENATE COMMITTEE ON FINANCE, Marcu 9, 1954 


Amendment No. 1. Change of effective date of earmar 

This amendment postpones for one fiscal year tl 
taxes collected under the Federal Unemployment Act which are in excess 
of the annual Congressional appropriations for expenses f administering the 
employment security program. Che first excess taxes which can be appropriated 


rmarking of those 





under the present bill are those for fiscal year 1954; under the proposed amendment 
they would be those for fiscal year 1955. The first actual transfer of these excess 
taxes to the Federal unemployment account would take place nder the bill at 
the close of fiscal year 1954; under the amendment on July 1, 1 


Amendment No. 2. Excess taxes not to be used for administrative expenses 


This amendmenié eliminates the provisions of subsection (b) (2) of section 903 
which authorizes the States to use for administrative expenses of the employment 
security program, any surplus anemployment taxes in excess of the $200 million 
fund for advances. The States would thus be permitted, under this amendment, 
to use such surplus taxes only for benefit purposes. 

Amen Iment Vo ) Kx end h l mpulsory "1 ) of advances 


This amendment would change sectior 4 of the bill to give a State 4 instead of 2 
vears in which to begin repaying any advance which may be made to it, unless 
prior thereto it has rebuilt its reserves to a point which exceeds the highest annual 
benefit payments in the preceding 5 years 
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Amendment No. 4. Eliminate 2.7 percent tax rate requirement 


Chis amendment would eliminate the bill’s requirement that a State maintain 
an average 2.7 pereent tax rate during the auarter in which application is made 


for an advance in order to be elizible for the advance 


Amend? nt No ? Recoupment of xrcess administrative costs 


The Federal Government would be permitted to recoup to the general funds 
of tae Treasury anv sums paid out for admiristrative expenses of the employment 
security rograms which are in excess of taxes coileeted under the Federal Unem- 
ployvmert ‘lax Act. This would be effectuated by prohibiting any appropriation 
of excess tax receipts until all excess admiristrative costs have been deducted 


from the surplus taxe 
Amendment Vo. f El naie appropriation of past excess taxes 

This amer dment would eliminate the provisions of section 5 (f) of the bill and 
of section 994 (h) of the Social Security Act whieh authorize the appropriation of 
amounts equal to exeess taxes collected under the Federal Unemployment Tax 
Act for years prior to passaze of the bill 


Drart oF MINOR AND TECHNICAL AMENDMENTS OF H. R. 5173 REFERRED TO IN 
DEPARTMENT OF LABOR’S STATEMENT FOR THE ADMINISTRATION BEFORE THE 
SENATE COMMITTEE ON FINANCE, Marcu 9, 1954 


Amend the July 9, 1953 Senate print of H. R. 5178, as follows: 
Amendment No. 1 


Strike out the term ‘‘unemployment compensation”’ in the title of the bill and 
insert ‘employment security”’ in lieu thereof. 


Amendment No. 2 


On page |, line 4, strike out ‘‘1953”’ and insert ‘£1954’ in lieu thereof. 


On page 2, line 13, and page 3, lines 2 and 6, strike out the term ‘‘unemployment”’ 
and insert the term ‘‘employment security” in lieu thereof 


Amend ime f Vo. 


On page 3, lines 9 and 10, make subparagraph ‘‘(A)”’ part of paragraph (1) 
by striking out the dash on line 9, striking out the quotation marks and the 
designation ‘‘(A)’’ on line 10, and redesignating “ (i)’’, “‘ (ii)’’, and “ (iii)”’ as ‘ (A)”’ 
“*(B)”’ and ‘*(C)’’, respectively 

On page 3, line 20, redesignate ‘‘(B)”’ as “ (2)’’ and insert the following language 
immediately after the ‘‘(2)”’: 

2) the amount estimated by the Secretary of Labor as equal to the necessary 
expenses incurred during the fiscal vear for’’ 
are 


On page 4, line 5, redesignate paragraph ‘‘(2)”’ as paragraph ‘‘(3)’’. 
Amendment No. 4 


On page 3, line 19, and page 4, line 2, insert the words ‘‘as amended”, after 
“the Servicemen’s Readjustment Act of 1944’, 








Amendment No. 6: On page 4, strike out all of lines 11 through 13 
Amendment No, ? 


On page 5, line 17, insert the following language immediately after the word 
‘Labor’ :—“and certified by him to the Secretary of the Treasury on or before 


On page 5, line 17, insert the following immediately after the word ‘‘States’’: 
“to the Secretary of Labor by June 1” 

On page 5, lines 22 and 24, strike out “June 1” and insert ‘‘“May Jl’ in lieu 
thereof. 
Amendment No. 8 


On page 8, line 13, strike out the word “account” and insert “unemployment 
fund”’ in lieu thereof 


No. 9 


8, lines 14 and 15, strike out “September 30, 1953” and insert “June 
n lieu thereof 








TERE 
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Amendment No. 10 
On page 9, line 7, strike out the commas and the words “from time to time’’. 


Amendment No. 11 


On page 11 add a new section at the end of section 3 of the bill, to be designated 
section 1203, to read as follows: ‘‘When used in this title, the term ‘Governor’ 


shall include the Commissioners of the District of Columbia’’ 


Amendment No. 12 


On page 10, line 15, strike out “section 1201 (a)’’ and insert ‘‘seetion 1201”’ in 
lieu thereof. 
Amendment No. 13 

On page 10, lines 18 and 19, insert the word ‘“‘promptly”’ between the words 
“shall transfer’, insert a period after the word ‘‘amount”’, and strike out ‘‘as of 
the close of the calendar mcnth in which the Governor makes such request” 
Amendment No. 14 

Insert the term ‘‘Unemployment Trust Fund for credit to the’ on page 10, 
line 20, and page 11, line 15, before the word ‘‘Federal’’, and on page 11, line 10, 
before the word “account” 


Amendment No. 15 
On page 11, lines 5 and ¢), strike out ‘“‘subsection (a)’’ and insert ‘‘seetion 1201” 
in lieu thereof 


Amendment No. 16 

On page 11, lines 8 and 9, insert the words “received and covered into the 
Treasury” before the word ‘‘exceeds”’ 
Amendment No. 17 

In page 11, lines 14 and 15, strike out the words *‘from time to time from the 
general fund in’ and insert in lieu thereof the words ‘‘at the close of the month 
in which the moneys were covered into” 

On page 11, line 16, strike out the period at the end of the sentence and insert 
“as of the first day of the succeeding month” 


Amendment No. 18 
On page 11, line 18, strike out the words ‘from time to time’”’ 


SUMMARY AND EXPLANATION OF MINOR AND TECHNICAL AMENDMENTS OF H. R 
5173 REFERRED TO IN DSPARTMENT OF LABOR’S STATEMENT TO SENATE Com- 
MITTEE ON FINANCE, Marcu 9, 1954 


Amendment No. 1 


Change ‘unemployment compensat 
trative expenses in the title of the bill. 

This change is necessary because the administrative expenses charged against 
the Federal unemployment tax include not only the expenses of the unemployment 


compensation system, but also those for operating the public employment of 


ion’? to “employment security’? adminis- 





} 
ices 


, d 
Amendment No. 2 


Cha ige the date 1953 in the short title of the bill to 1954. 
‘Lhis change is necessary only because the bill was not enacted in 1953. 


Amendment No. 3 

Change the term “unemployment administrative expenditures’? wherever it 
appears to “employment security administrative expenditures”’ 

the need for this is explained under Amendment No. 1. 


Amendment No. 4 

Amend the definition of “employment security administrative expenditures” 
to cover estimated costs of Department of Labor rather than amounts expended 
by Department. 

This merely conforms this statutory language to that used in paragraph (3) 
of subsection (b), dealing with Treasury Department costs, and is the only 
practical method for arriving at those cost figures for which it is difficult to deter- 
mine the exact proportion of Departmental costs allocable to a particular function. 
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A me nd me nt No. 4 


Include the amendments to the Servicemen’s Readjustment Act of 1944 in the 
definition of employment security administrative expenditures. 

This amendment is necessary to cover expenses of the employment. service 
functions the Department of Labor and the State employment services perform 
for Korean veterans, which are provided by the amendment to the Servicemen’s 
Readjustment Act of 1944 which was made by the Veterans’ Readjustment 
Assistanes Act of 1952. 





4mendment No. 6 


Eliminate the provision of section 901 which requires Federal grants to be 


considered as expended after July 1 even though made before then if they are for 
mtat operations after July l. 

Elimination of this provision merely permits the Treasury Department to con- 
tinue its present bookkeeping practices, which is to charge advances as expendi- 
tures tothe month in which thev are made rather than to the later month in which 
they are spent by the State. 

The change wo ld affect the calculation of the excess only for the first fis¢ al ve ar. 
In that year the excess would be somewhat increased. 


\imend section 908 to provide specific and appropriate dates on or before whic 





the various reports and the certification required thereby must be made. 

Insertion of the dates suggested it e draft amendment are necessary to enable 
t Secretarv of Labor and the Secretary of the T 1 ' to pe rl promot! 

I ! 

in the interest of simplified accounting, the requirement imposed upon them by 
section 903 to credit certain excess taxes to each State account by July 1 of each 
year 1n W there are such excess funds. 
| ner \ 5 

(‘hange the term “account” in section 1201 (a) to “unemplovment fund” so as 
{ lude in the ealeulation of t} State balance any unemployment taxes col- 
iected DV the State but not t, der ited in tl i! nplovment trust fund. 
i ment No. 9 

Cha tl { late after I r ma ppl un n 
Sept er 350 i} J 0, 1954 With the iy in th ment of tl 
} 1 be the fir ra ible date a State could a ran advan 
| ( Ni If) 

liminate t rd from tit o time in ion of se n 1201 
quiring the Seeretary of Labor t rtifv to the S i if the Treasur Stat 
application for an advance 

l ) ire unne 


Amendment No. 11 


Define the word “Governor” to include the Commissioners of the District of 
( ol Tit i 

The term “Governor” is not used in the present provisions of section 1201, which 
this bill would amend, and so has not been defined 


Amen nt No. 12 


I ction 1202 eliminate the reference to subsection (a) after section 1201 as 
nnecessarv and confusing. 


Amendment No. 18 


Require the Secretary of the Treasury in section 1202 (a) to transfer promptly 
any sums the State may wish to repay to the Federal unemployment account. 
And eliminate the words ‘‘as of the close of the calendar month in which the 
governor makes such request’’. The governor’s request might be received too 
late in the month to make transfer at the close thereof possible. 


Amendment No. 1] \ 
Amend section 1201 (b) (1), (2), and (3), to make it clear that all funds are 
‘posited in the unemployment trust fund to the credit of the various accounts, 
MT é 


ate and Federal, rather than directly in each account This conforms to the 
actual practice. 


ret 
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Amendment No, 16 

Change the reference to subsection (a) in section 1202 (b) (1) and (2) as the 
section under which advances are made, to section 1201, the correct section. 
Amendment No. 16 

Make it clear in section 1202 (b) (2) that the tax is received and covered into 
the ‘Treasury. A technical amendment to conform with Treasury practice. 
Amendment No. 17 

Specify the dates in section 1202 (b) (3) as of which the transfer and credit of 
appropriated funds provided for therein shall be made 

The present provision merely requires the transfer to be made from time to time 
Amendment No. 18 

Eliminate the words ‘“‘from time to time” in section 1202 (ce) which authorizes 
appropriations for repayable advances to the Federal unemployment account. 
These words are unnecessary 

The CuarrMan. The next witness is Mr. Bernard Teets, who, | 
am proud to say, is from Colorado, and is director of the Employment 
Security Commission, Denver, Colo. 

Make yourself comfortable, Mr. Teets, and identify yourself for 
the record. 


STATEMENT OF BERNARD TEETS, DIRECTOR, EMPLOYMENT 
SECURITY COMMISSION, DENVER, COLO. 


Mr. Teetrs. Thank you, Senator. 

Senator Millikin, and members of the committee, my name is 
Bernard Teets. 1am executive director, Department of Employment 
Security, State of Colorado. I am also a member of the legislative 
committee of the Interstate Conference of Employment Security 
Agencies. 

The CHarrman. What is that legislative committee? 

Mr. Trxrs., The Interstate Conference, Senator 

The Cyatrman. Would that be a lobbying organization by any 
stretch of the imagination? 

Mr. Trers. By no stretch of the imagination. It is a working 
committee representing the States in those matters of interest coming 
before it. 

The CyHairMan. You wouldn’t dream of telling Congress the con- 
clusions you reached, would you? 

Mr. Trerrs. Only upon requests of the Senators representing the 
States. 

The CHarrMan. I am requesting that you tell us what you know 
about that. 

Mr. Trers. Thank vou, Senator. 

The Cuarrman. I don’t want you to get in jail, because you are 
a valuable man. 

Mr. Teretrs. Thank you. 

I might explain that the Interstate Conference is an organization 


representing the top administrators in the employment security field 
representing all of the States of the Union and the Territories, and they 
have, as a part of that organization, working committees that study 
the technical phases of employment security. 

Today, it is the pleasure of the States to have three administrators, 
including myself, represent the views of the State administrators. 
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We have been admonished to be brief and we will do so. Our entire 
presentation will not take more than 30 minutes. 

Approaching it from this angle, you will appreciate that our presen- 
tation must, of necessity, be the once-over-lightly variety. It is our 
hope that by conserving time in this manner that we will afford our- 
selves of an opportunity to answer any questions of a specific or special 
nature that you or the committee members may have. 

The CrarrMan. By being brief, you emphasize your points in the 
committee’s mind rather than diffusing your points with an endless 
amount of words. 

Mr. Treers. Thank you, Senator. 

The CHarRMAN. You serve your cause. 

Mr. Trrrs. Thank you, sir. 

There is one request, if it isn’t out of order, 1 should like to make 
on behalf of the State administrators. 

I understand that the Assistant Secretary is going to introduce to 
the committee some so-called technical amendments. 

The CHarrMan. Yes. 

Mr. Treretrs. Obviously, we haven't had an opportunity to look at 
those amendments. 

The Cuairman. Is Mr. Siciliano here? 

(No response. ) 

Mr. Murray, can’t we get these technical amendments for the 
representatives of the States real quick? 

Mr. Murray. I will be glad to get them for you. 

See amendments subsequently submitted at p. 34.) 

The Cuarrman. Will you get in touch with the gentleman and see 
that vou get them right away? Then if you have anything that 
should be brought to the attention of the committee, bring it, and put 
it in writing, if that will serve. If it should take an extraordinary 
session of the committee, 1 think we could arrange it, but I hope it 
will not be necessary. 

Mr. Trers. If one considers for a moment the wide diversity of 
political setups and economic differences in the several States, I 
think it immediately becomes apparent that it is rather unusual that 
all of the State administrators, except one, have indicated that they 
are in support of the provisions of the bill you are now considering, 
or at least have made no protest. 

The Cuarrman. As is? 

Mr. Teets. As is, and we would like to 

The CHatrMan. Which is the one? 

Mr. Treers. The administrator from Rhode Island. 

The provisions of the bill, in our judgment, fall into three major 
simplified categories: (1) An earmarking of the “9 funds so that 
the funds may be used only for purposes of the employment-security 
program; (2) the creation of a loan or advance fund from which 
States, if their trust funds become nearly depleted, may borrow; and 
(3) a redistribution of a part of the excess back, under certain con- 
ditions, to the States, in order to give the States a little freedom from 
purse-string control. 

Now, on point No. 1, with regard to the earmarking of funds, I 
think I know of no interested group who opposes the earmarking of 
the money so that the moneys taxed for this purpose may be spent for 
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the same purpose for which they were taxed. The only difference 
arises in how those moneys should then be spent. 

No. 2, the creation 

The CHartrMAN. Is there any desire to impound funds or earmark 
funds retroactively? 

Mr. Texts. No, sir. 

The CuairMan. In other words, you are agreed with the suggestions 
that it start now or a year from now or sometime in the future? 

Mr. Trets. That is correct. 

The CHarrmMan. All right. 

Mr. Trrets. No. 2—the creation of this loan fund—I think it well 
to point out that it is not a new thought so far as Congress 
concerned 

The CHatrMAN. By the way, what is the status of Colorado at the 
present time? What are your reserves in Colorado? 

Mr. Trets. Colorado has a reserve of something in excess of $70 
million. I think it is in the strongest position in the country, Senator. 

The Cuarrman. Thank you. 

(Discussion off the record.) 

Mr. Texts. Congress has recognized the need, and I think all in- 
terested groups believe in the principle that there should be some fund 
established available for States, should they find themselves in the 
position of depleted trust funds. ‘This need is recognized in the prin- 
ciples in this bill, as we analyze them. In addition the provisions of 
the bill go on to define how the funds should be created specifically 
out of new moneys; then how a State goes about getting funds out 
of it, and then how repayment should be made. 

And I think it well to touch upon those points. In the first place, 
the $200 million fund would be established out of moneys not other- 
wise appropriated by Congress out of the three-tenths, until these 
moneys reach a $200 million figure. 

Once those moneys have been established, then any given State 
finds itself 

The CuarrMan. Those moneys will be set aside until you get the 
$200 million, would they not? 

Mr. Trxts. Yes, set aside until the fund reaches $200 million. 
Once the fund has been so established, any State may get those funds, 
if the governor of a State certifies to the Secretary of Labor to the effect 
that the condition of the State fund has been so depleted, as to war- 
rant, under the provisions of the bill, 1 won’t go into the technical 
phases of that, but merely to say that the governor certifies in effect 
that the funds are in that condition, that the rate in his State at that 
time is 2.7, or more, and that he needs funds not to exceed the total 
amount that have been paid in the highest quarter of the last four 
completed calendar quarters. That is the maximum amount he can 
draw for any one quarter, but there is no limitation as to the total 
amount that he can draw. 

Senator Bennetr. Mr. Chairman, may I ask the witness a ques- 
tion? Isit possible, legally, to collect more than 2.7? 

Mr. Trets. Yes, sir. 

The CuHarrMaANn. Does the State establish that? 

Mr. Trrrs. The State establishes that, yes, sir. 

The CyarrMan. And it goes down? 


is 
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Mr. Trers. Yes, sir. 

The CuarrMan. Established by the State? 

Mr. Teers. Yes, sir. 

Senator Benner. I was not aware that the State had the power 
to raise the total, the top limit. 

Mr. Teers. In our own State, for example, Senator, initially our 
rates ranged from 2.7 to 3.6. We have since abolished the 3.6 rate, 
but it was in our law and some of the other States had similar 
provisions 

The CHarrMan. It helps you accumulate part of your surplus, 
doesn’t it? 

Mr. Trers. Yes, sit 

Senator BENNETT. Moving back out of the States—excuse me, 
you may vo ahead. 

Mr. Trers. Certainly. Providing these conditions prevail, the 
State may then receive the moneys. 

Now, with regard to repayment of the moneys, the bill provides 
that a State may voluntarily repay, as oe warrant, and also 
provides —we refer to it quic ‘kly as a 2-year pe ‘riod when the State 
must have begun to make repayments of Kinneent Or, the amount 
of tax credit is decreased in the amount of 5 percent. That starts 
automatically, as has been expressed here on the second consecutive 
January 

The CHarnman. Make that a little clearer, please. 

Mr. Trrrs. Let us assume _ State X has borrowed money 
from the fund. It has made no repayment into the fund for this 
23-month period, or roughly ovaae period. Then, at that time, as 
it gets its tax offset credit from the Federal Government —let me refer 
to that, now, to clarify the tax offset: The Federal tax is a full 3-per- 
cent tax on employers of 8 or more workers. The Federal Govern- 
ment says, in effect, “If the State has an approved law which meets 
certain minimum requirements, then the State may subtract up to 
2.7 of the amount it owes the Federal Government. 
he CHAIRMAN. Yes. 
lr. Teers. Now, in that cese, it is seying to the employers of the 
State, “You have got to get your house in order. If you don’t, you 
can’t subtract the 2.7. You subtrect me 2.7, less 5 percent, the 
first year. Now, if you don’t do anything, if you don’t get the money 
started paying back, then the next year ‘ is 5 percent more.”’ 

Now, that is necessary for the protection of ell the other States. 
Let’s keep in mind, if you will, pleese, gentlemen, that if the State 


gets into this kind of a position, it doesn’t heppen overnight. 

The State doesn’t get into this position ove aes It comes about 
slowly and ers nanny The States, today, that are in a position of 
being fearful of having their funds depleted, have had ample oppor- 
tunity under very good business conditions to remedy that situation. 

Now, it has been testified here that States can’t or don’t get into 
these positions through administration decisions. I went to differ 
with that. I want to say that a State cen very well get into a difficult 


position merely by reason of edministrative decisions. Furthermore, 
a failure to recognize seasonality vy industries and the use of unem- 
ployment compensation funds to extend and expand wages, of seasonal 


employees, and others will unseasonably deplete trust funds. 
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I think the best example of that is illustrated by a comparison of 
the trust fund and the economy of the State of Colorado, with that 
of, for example, Rhode Island. I am sure my friend Senator Millikin 
would agree that Colorado’s economy is one of the best in the Nation, 
but it isn’t proportionately that much better than the economy of the 
State of Rhode Island. There has to be some other factors coming 
to bear in order to result in the difference in the conditions of the 
trust funds of the two States. 

One of the Senators inquired as to whether or not benefit amounts 
had any bearing in this matter. Well, I won’t try to answer the 
question directly, but I would like to give you a few facts. 

In Alaska, they see fit to pay a maximum benefit, including de- 
pendents allowances, of 875 a week 


) 


In Rhode Island, they took an amount of some $25 million or bette 


in order to set up another fund. | understand these moneys have been 
paid back, but at least the interest was lost on it. There are mam 
factors to be taken into consideration in determining how a State 
would get into such a position. We do know thet at least one State 
with depleted funds has had such depleted funds for quite some time, 


and all States have had, we feel, ample opportunity to correct such 
situations. 

And I might say for the benefit of the committee that even last year 
the size of the Rhode Island 


und Increased some ao Mm liion. 
Now, testimony was made here bv the Assistant Secretary, that this 


9 
mf 

The CyarrmMan. How did it increase $5 million? 

Mr. Treets. Their collections and their payments, the total differ- 
ence amounted to an increase of $5 million 

The CHarrMan. Is that because of more employment or did they 
change the rates or anything of that kind? 

Mr. TEETs. Well, there, acain, ~eCNavol I am not really and | 
think in all fairness—I am not reallv in a position to be too specifi 
It could have come about bv better emplovment conditions. It 
could have come about by a tightening up of administration by 


recognizing that something had to be done about it Certainly, their 


rate is 2.7, but maybe if our fund in Colorado was in the same condi 
tion, | would recommend to our legislature that we raise it during 
these good periods of time when profits are relatively high. 

Some action should be taken 

Sut the comment was made that the 2.7 requirement is too tough 
I want to call the attention of the committee to the fact that the States, 
in making their original proposal, did not have that condition in the 
proposal. The 2.7 requirement was insisted upon by opponents of 
the bil, at a previous time. 

What are the merits, aside from who put it in or who left it out 
what are the merits of the 2.7 provision? It is true that if the 2.7 
provision is applied at that particular time, to wit, at the end of the 
2-year period, a State could be in a very bad economic position, 
and not able to easily assume the 2.7. Or, you might find, if you 
delayed it to 4 years, that that was the worst time to take action 
The point is—and we think it is really significant and controlling in 
the matter in either case, the legislature of the State has had ample 


45744—54—__ 4 
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time to do something about it, and I think most reasonable men would 
agree that a 2.7 figure, if you are in a position of having had to borrow 
moneys, is not too stringent a requirement. 

Sut, as I said before, we think such a requirement or rate would 
probably come about anyway and we don’t resist the point. We merely 
want to call the attention of the committee to the fact that it wasn’t 
our idea in the first place. Somebody else asked for it. The 2.7 
provision is in the bill and now they are asking to get it out. 

Senator Cartson. Mr. Chairman, right on that point, do I under- 
stand, Mr. Teets, you are in accord with Mr. Siciliano on that provi- 
sion that we eliminate from H. R. 5173 that section which makes it 
mandatory? 

Mr. Trers. The elimination of it, we don’t care. We think that 
is a matter the committee may well decide either way. Reasonable 
men can differ on that point. 

With regard to the extension of time, on this 4-year period, we 
differ. We definitely don’t like 4 years; somebody else might think 
6 years better; somebody else might think 10. Certainly, there are 
people who will appear before you who think it ought never to be 
returned, that it ought to be on a grant basis. 

So far as I know, when a man is in the position of having to repay 
a loan, there is no easy time to do it. But I think, also, that the 
sooner you get at it, the better. 

We think, therefore, that the 2-year period is the correct period, 
since that gives the State legislature ample time within which to 
take the action which is needed to be taken. 

The CHarrmMan. Is there any legislature that does not meet at 
least every 2 years? 

Mr. Trers. I don’t know. 

The CHarrMan. Does anybody know of any legislature that does 
not meet at least once in 2 years? There seems to be no evidence. 

Senator Bennerr. Mr. Chairman, as I understand the earlier 
testimony, it is possible under the provisions that are now written 
into the draft of the bill, that this repayment period could come as 
s00n as 13 months. 

Mr. Trerrs. That is possible, but it would have to be after the 
second January. That is the way it reads. So that the legislature 
would have been in session during this second January. 

Senator Bennerr. Not necessarily. I just want to clear this up, 
because I think we must not overlook the possibility. 

The legislature in my State meets in the odd-numbered years. They 
were meeting in 1953. Now, under this provision, there might have 
been a crisis in December 1951. There might have been a borrowing 
in 1951, and the legislature had met in January 1951, and the repay- 
ment would have to begin in January 1953, and the legislature would 
not meet until January of 1953 and probably wouldn’t get around to 
this kind of a problem until March or April of 1953. 

So, is there any chance that this is cut down too fine, even from your 
point of view? 

Mr. Terrvs. Well, if you reason it in that vein, Senator, that is 
possible It doesn’t seem to me practical] that if the employers of my 
State are faced with a double taxation there, or increase in taxation, 
that our legislature could be unmindful of that and let that kind of a 
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problem dangle on while other matters were being handled. I agree 
with you that it could, but I don’t think that it would. 

In any event, the position of the States would be that the soonest 
practical date after the legislature has had an opportunity to treat 
with the problem would be the correct length of time. 

Now, if there are those instances where a State legislature would not 
have an opportunity to deal with it, certainly they should have that 
opportunity and we would subscribe to that theory. 

Senator Bennerr. Well, I don’t know the reasoning behind the 
4-year suggestion made by the Department, but conceivably, within 
23 months there wouldn’t be much question but what a State legis- 
lature would meet in every State. But when this thing is twisted 
down so that it becomes only—that there is a potential decision after 
13 months or 14 months—you might not be able to get legislative 
action by the second January. 

The Cuarrman. Mr. Murray, what is the vicw on the 4 years? 

Mr. Murray. There is another consideration, sir. And that is 
that the State might still be in a bad condition on this second Janu- 
ary, and the suggestion of 2 more years would give them more time 
to get in good condition, so that this increased Federal tax would not 
come into effect until the State was in good condition. 

Mr. Trerrs. We might agree with that if we had any assurance 
that the economic condition of the State at the end of 4 years would 
be any better than it was at the end of 2 years. We think any exten- 
sion of time beyond that provided in the bill is putting off the evil 
day when they have to get their house in order to take care of their 
obligations. 

Senator Bennerr. Of course, they have had the opportunity to 
start repayment at any time, and if they have a sense of responsibility, 
you would expect the legislature to begin to move more or less at its 
first opportunity, to set up a program of repayment. 

The CuarrmMan. Mr. Murray 

Mr. Murray. May I make this point: In our proposal, this addi- 
tional period would only be permitted to a State if it had not built 
up its reserves equal to its highest expenditures in any 1 of the last 
5 years. In other words, if it builds its reserves so that they are 
equal to its highest annual cost within the last 5 years, then the 
automatic provision would start the second January or the third 
January. And it would be the fourth January if it had been unable 
to rebuild its reserves during that period. 

The CHarrMAN. Do you have any comment on that? 

Mr. Trrts. No; | think that speaks for itself, Senator. He is just 
saying through other means or other action taken by the State, if 
they build it back up and don’t need it, then it wouldn’t go into 
effect. I quite agree with that, but I am only saying that this long 
period is not, in the opinion of the State administrators, a good or a 
necessary amendment to the bill, as you have it before you. 

The CuatrmMan. What period are you recom rm ending? 

Mr. Trexrts. The period contained in the bill, which is the secend 
consecutive January, which does or is subject to the difficulty, as the 
Senator has expressed. And it is a matter, therefore, of actually 
running through the period to find out whether or not that should be 
extended somewhat in order to give the legislature an opportunity to 
get at it. 
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Senator Bennerr. That is a comparatively minor part of the bill. 
It is a matter which you think there is a difference of opinion worth 
noting, but it is not so important as the actual setting up of the fund 
or the actual creation of a system by which loans can be made? 

Mr. Treetrs. That is very true. 

Now, as to the third point, the redistribution of moneys back to the 
States to permit of some flexibility from purse-string control, that 
assignment has been given to my fellow administrator, Mr. Newell 
Brown, from New Hampshire. 

The CuatrMan. He will be the next witness. 

Mr. Teers. I will conclude my testimony at that point. 

The CaatrMAN. Any further questions? Thank you very much. 

Mr. Brown, make yourself comfortable and identify yourself for the 
rep yrter, 


STATEMENT OF NEWELL BROWN, INTERSTATE CONFERENCE OF 
EMPLOYMENT SECURITY AGENCIES, CONCORD, N. H. 


Mr. Brown. My name is Newell Brown, director, Division of 
Employment Security, New Hampshire. 

f am also chairman of the Interstate Conference Legislative 
Committee. 

lam taking the particular bone of contention in this thing, the matter 
of the use of this redistributed money on which Mr. Siciliano dwelt 
at some length. 

Perhaps, first, I will touch on what the law does. When this fund 

reaches $200 million, in succeeding years, as and when there is an 
excess, the excess money, the additional money not needed to keep 
the fund at that point, will be redistributed to the States on a basis 
which we consider as equitable. ‘That is the relationship between a 
State’s covered payroll to the total national covered payroll. It 
seems to be as good a method as we can think of at the moment. 

Now, the law requires that that money go into the State’s benefit 
trust fund. That is where it goes. It doesn’t lie around on the table 
somewhere, waiting for disposition. It goes into the benefit fund. 
And there it stays, unless and until the State legislature, by affirma- 
tive, positive action, reaches into that kitty and takes some out for 
administrative purposes. 

The CuarrmMan. This is according to the bill? 

Mr. Brown. This is according to the bill; that is correct, sir. 

The further condition is that the State legislature cannot reach in 
and take out more—this is some years hence—take out more than 
has been accumulated in the last 5 years. In other words, 10 years 
from now, if you haven’t touched it at that point, you can’t take the 
whole 10-year loan to go and build an office building. 

So I want to stress the point that it isn’t a question of the money being 
used for administration and any left over for benefits. The fact is 
that the money will be for use in benefit payments and will be touched 
only where there is affirmative action to use it for administration. 

Senator Cartson. Mr. Brown, I wonder if vou would tell us how 
vou m ght anticipate using that fund. For instance, we have a setup 
in our own State that is operating very successfully, based upon funds 
we received through congressional action. Now, can you tell me of 
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some instances where we might want to take some money out of that 
fund for administrative purposes? 

Mr. Brown. Yes, sir. I could tell you in New Hampshire how | 
would use it if it was available today, which perhaps would be a similar 
situation, 

New Hampshire has a very extensive business development pro- 
eram, the basis of which, or one of the bases of which, is thorough labor 
market analysis, research for local communities who are trying to 
attract industry, and soon. I can, to a degree with my present staff, 
in the analytical side of the business, give them some help, but | can’t 
begin to give them as much help as I would like to. They like to run 
house-to-house labor surveys. I could do that for them. It is defi- 
nitely within my province. It is an employment security objectiv 
because more business, more jobs, more employers, more tax. ‘That 
is one objectiv e. 

Secondly, the bureau has, over the vears, given me enough money 
only for less than two people on fraud detection. ‘The business of 
following up people who may be 

The CuHarrmMan. Mr. Brown, I am not quarreling with what you 


would like to do with the money if you had it. Isn’t that rather a 
chamber of commerce activity that you are talking about? 

Mr. Brown. Well, in New Hampshire it is primarily sponsored by 
a State department, the State planning and development commission, 


which works with local chambers of commerce, which also works with, 
let’s say, the public service commission, on water power questions. Lt 
is a statewide common effort 

The CHarrMan. From your viewpoint, it is a sort of preventive- 
medicine thing, is that right? 

Mr. Brown. Exactly, sir. 

The CHarrMan. Rather than dealing with unemployment after it 
occurs, you are trying to build up a sound economy to minimize unem- 
ployment, is that it? 

Mr. Brown. Exactly, sir. 

I think I need more people for fraud. I have been unable to get the 
money. I have been diverting money from other purposes to my 
fraud program to build the staff which I think is necessary. With 
some additional cash available, | should go to the legislature and ask 
for 3 or 4 additional positions, which make it unnecessary for me to 
take people out of some other function in order to get the staff I need, 
as I do presently. 

Senator Car.tson. On that point, you submit a budget, I assume, of 
your operations in the State, to the Secretary of Labor? 

Mr. Brown. Yes. I will cover that process in a moment. 

And a third thing: Just recently, the question of bonded Canadians 
who come over into our woods to cut timber has come to a head. 
Labor is getting organized up there. CIO and AFL have expressed 
concern. It is a problem that will take a lot of research. It is also 
important to enforce the tighter regulations for which we are respon- 
sible and that we are going to put m. It will take policing. Under 
the current procedures, I can’t get men to do that kind of a job. 1] 
also spoke of an office building. That is another thing that might 
conceivably come out of it, if Federal funds weren't available to build, 
as they sometimes are. 
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Now, I thought I would hit on three things, in my remarks: (1) the 
need for this money, which I have covered generally just now; (2) how 
this law fills the need; and (3) the propriety of using this money for the 
purpose of administration, which | think is the key point brought up 
by the Assistant Secretary. 

Now, present budgetary procedure consists of the State sitting 
down with its regional office and estimating a budget. The regional 
office represents the Labor Department and it’s the Bureau of Employ- 
ment Security. The State and region get together and work out a 
budget, that is more or less agreeable to both. There are a lot of rules 
already set up, workload, etc., and most figures are fairly readily 
determined, and the budget is worked out within this fairly rigid frame 
of reference. That budget goes to the Bureau, which in turn may take 
a piece out of it, may add, may vary it to some degree. 

| bring this next point up particularly because Mr. Siciliano said 
that the States and departments work together closely throughout 
the entire budgetary process. That isn’t quite so. Once the budget 
leaves the region of New Eneland I have no further control over it. 
The Bureau of Employment Security goes to the Budget Bureau, 
where, in turn, there is more pulling and hauling and eventually the 
budget comes to the Congress. At that juncture, | can come around 
again and see my Congressman and howl about something I don’t 
like, if I feel I should. Then, once the appropriation is made, it goes 
back to the Labor Department, which allocates the funds to the 
States, according to fairly rigid formulas. 

Now, the point to be made is that Congress, the Bureau of the 
Budget and the Labor Department, are all more or less remote in 
time and space from the local problem on the State level—in the nature 
of things, not as a matter of criticism, but there you have it. They 
are, however, appropriating funds to handle these local State problems. 

There is one further factor, and that is that the Labor Department, 
by definition, and by charter, is an organization devoted to the welfare 
and interests of labor. State administrators, like myself, on the other 
hand, have to tread a middle ground, to the extent there is a middle 
ground in our States. Thus our Federal partner in this thing has a 
set of biases which we can’t have on our own State level. The extent 
to which that may affect the budgetary allocations is an intangible 
that you can’t put your finger on. But nevertheless, it is there, so 
you have that problem. 

Now, what that means is that with these formulas, with this rather 
remote control, we wind up with considerable lack of administrative 
flexibility, of elbowroom. And it might be interesting to note that 
this is sanctioned in law, in the social-security laws applicable. 

Section 303 (a), subsection 8, states that the Secretary will not 
certify money for a State unless the State act includes this provision, 
among others: 

That the expenditure of all moneys received pursuant to the section in question 
of this title is spent solely for the purposes and in the amounts found necessary 
by the Secretary of Labor for the proper and efficient administration of such 
State law. 

In other words, he can insist, although he does not in fact insist, in 
a direct way, that if he gives me $6,000 for fraud, I spend it for fraud 
and no more for fraud. As a practical matter, that doesn’t happen. 
They say, “You have some flexibility within the money we give you.” 
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But that turns out to be the law of diminishing returns, because where 
you rob Peter to pay Paul, according to your own best judgment, 
next year you find you get enough money to pay Peter what you actu- 
ally did with him, and over here on Paul, whose job you expanded, you 
only got what originally you got for Paul. So you get into a law of 
fast diminishing returns if, in fact, you do deviate too considerably 
from what they lay out as your program. 

So the end result is, as I say, that the States are not able to realize, 
I think, the full potential of the programs on the local level, primarily 
good service and control of benefit payments. Those are the Die main 
facets of the thing. 

Now, the law 

The CHarrMan. Will this bill remedy that? 

Mr. Brown. Yes, sir; this bill will remedy that, not 100 percent 
but it goes a long way. 

The next point I want to bring up is how the law fills the need 
With this money coming back to the States after a period it means I 
can go to my legislature, which is the body closest to the immediate 
problem, and say to them, “‘] need more money for, let’s say, Canadian 
policing and research work. My budget doesn’t provid e for it and 
probably won’t provide for it. Can I sell you the idea of giving me 
another $10,000.” 

The law gives the legislature, then, the right to dip into this money 
that comes back to give me for that $10,000 if, in the legislature, they 
think the request is a bona fide one. 

The CHarRMANn. What is that Canadian situation to which vou 
referred several times? 

Mr. Brown. Since the year 1, in northern New Hampshire, Ver- 
mont, Maine, and New York—and I don’t know about the Western 
States—a great deal of the cutting of pulpwood and lumber has been 
by bonded Canadians who come across the border by agreement 
berween Canada and the United States on a 6-months’ bond. They 
come into this country and work up to 6 months and then they must 
return. They can’t change jobs once they are here. They are not 
citizens. For the most part they come w ithout their families and live 
in the bush the entire time. But the problem here is whether or not 
they are displacing Americans, whether or not the rate we are allowing 
employers to pay these Canadians has the effect of depressing the 
American rate in the area, and so on. 

The Cuarrman. Mr. Teets, did you busy yourself with that problem 
in Colorado? 

Mr. Trerrs. No, sir; not that problem. We have other problems 
of like nature, but not that particular problem 

The CHarrman. We just recently had legislation having to do with 
the so-called wetback situation. 1 was wondering whether the 
policing of that in anyway came under your jurisdiction. 

Mr. Trets. No, sir; fortunately it does not. 

Mr. Brown. I am on a border. That is our distinction. Our 
problem is comparable but not identical to the wetback situation. 
Anyway the legislature has the right to use this money, and having 
so used the money, we get the elbowroom, the flexibility or what 
have you, that we do not now have. 

The CHarrmMan. How large is your legislature? 
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Mr. Brown. Four hundred in the House and twenty-four in the 
Senate, sir. 

The CuarrMan. It is amazing. 

Mr. Brown. It is the third largest English speaking legislature in 
the world, exceeded only by the Congress and the House of Parliament. 
Every 1,500th person in New Hampshire sits in the legislature—1 out 
of every 1,500. 

Now, the third thing I wanted to cover, and perhaps the most 
critical end of this thing, has to do with the propriety of using these 
funds for administration, and it has been attacked on several bases. 

It has been attacked on the basis that one level of Government 
shouldn’t be spending money that is raised by another level of 
Government. 

It has been attacked on the basis that it 1s using money adminis- 
tratively that should be devoted to benefits. Questions are also raised 
as to whether or not States are apt to be profligate in the use of this 
money, whether or not it opens the pocketbook so they can reach in 
and do things that are foolish; and whether or not the bill permits 
overriding congressional intent to use these moneys. I think that 
sums up the points that Mr. Siciliano has raised, and we have heard 
the 8] raised before, ot course, 

Now, as to the question of one branch of Government raising the 
money, appropriating the money perhaps in a lump sum, and another 
branch of Government spending it—which is the No. 1 problem—I 
think it is best to answer il in this way: That the whole employment 
security program is unique, as a Government setup: a Federal-State 
relationship, partners in effect, operating a program. Now, already 
under that unique system, to which I think ordinary rules might not 
apply, already, I say, under this system Congress appropriates for 
the administration of laws which are made by State legislatures, which 
ich are interpreted by 
State courts. So that in your initial, in vour present current program, 
you already are violating the principle, if it is a principle. 

Now, rood, bad, or indiffer ‘nt, I don’t think there is anybody left 


today, with very few exceptions, that doesn’t think the system is a 


‘ liar @ { a alii 
are administrated by State emplovees and whic 


rood one, that it works—it obviously is working. It needs improve- 
ment t nevertheless there it is, and labor, management, and the 
public all think it is a good deal. So when you get to this question of 
whether it is proper for States to be spending money which is raised 
by Congress, and which in the case of this bill would come back to 
them through a redistributed fund, I think you can simply say that 
it is an extension of a system already in existence, that it is an attempt 
to use this money as it is already being used, according to the same 
principles, but to use it to further improve the program. 


It is a question then of degree rather than kind when you get to the 
matter of principle. And I might make this point, that in some States 


the congressional grant, going to the State, has to go through the 
State legislature. The State legislature does not have the right to 
increase that grant except by adding some State money to it. But it 
actually goes through the physical process of taking the Federal money 
and appropriating it for the use of its State employment security 
agency. 

So I am simply making the point that there is no difference between 
this proposition, in my opinion, and one which is currently in existence 
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and one which everybody seems to feel is satisfactory. And I would 
like to make this point 

The CHatrmMan. What are the possibilities for local abuse? 

Mr. Brown. I will get to that in a second. I won’t be very much 
longer on this. 

1 would say that their position is inconsistent to this extent: If 
they agree to put this money into a State’s benefit fund, who de- 
termines what money comes out of that benefit fund? The State 
legislature and the State administrator. They are the ones that set 
the size and duration of the benefits, and therefore set what drain 
there will be on that fund. Once you agree you are going to redis- 
tribute any of it back to the States, there is no difference between 
putting it in the benefit fund and allowing some of its use for ad- 
ministration. 

Now, as to the administrative use of this redistributed money, | 
think that is easily answered just this way: The money was raised 
originally for administration of employment security. If there is a 
diversion of the money that needs to be defended, it is a question of 
putting it into Federal and State benefit funds. There is no running 
against congressional intent in using it for administration in whatever 
way it may be used for administration. And, therefore, 1 see no 
problem there. The money was raised for that purpose. The only 
really sound position, I suppose, would be that none of it should be 
used for benefits at all; it all should be used for administration. 

However, since there is an excess, everybody agrees to use it to 
contribute to the program through such reserve funds. 

Now, on this question of whether a State is zomg to go hogwild 
when it gets this money—in the first place let me recall the language 
of the bill—that the legislature has to take some action. Further- 
more, that action is very closely limited. Reading the bill’s pro- 
visions very briefly might be in point: 


A State may, pursuant to a specific appropriation made by the legislative bod, 
of the State, use money withdrawn from its account in the payment of expenses 
incurred by it for the administration of its unemployment compensation law and 
public employment. offices if and only if 

the purposes and amounts were spe 1 in the law making the appro 


priation 
the appropriatior 
after the close of the two-vear perl vl 


law did not authorize the expenditure of such mone 


In other words, there are close limits. 

And, finally, there is this 5-year proviso of which I have spoken. 

Then, second and most important, the people who control legislative 
decision in this field have a paramount interest in leaving the money 
in the benefit fund. In my legislature—and I presume all of them 
the people who take interest in employment security problems are 
organized labor and organized management, and they are the people 
to whom the legislature listens, because they are the people who have 
a first interest in the field. 

Now, both of those people have a primary interest in not withdraw- 
ing that money for administration. <A larger benefit fund, as a result 
of these accumulations from Washington, to management can mean 
lower taxes, and to labor can mean higher benefits. 

There are occasions when management may go along with the re- 


lease of some cf this money for tighter controls on benefit payments, 
or labor might go along for prompter benefit payments or prompter 
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appeals. There may be reasons why they would see fit to let you have 
some of the money. But generally speaking, in the long run, their 
primary interest is in keeping it in the benefit fund. Therefore, 
you have your decision-making body, sitting right there in the State 
and it is unlikely that the administrator is going to go too wild under 
those circumstances. 

Them, as to the question of overriding congressional intent, I 
simply wanted to point out that the Congress and the Labor Depart 
ment have the obligation to give us States enough money for the 
proper and efficient administration of our State laws. There is 
nothing in the law, so far as I know, that says more than that. It 
simply says, “Enough to accomplish that purpose.’ 

[t seems to be stretching things a good deal to say that supplement- 
ing or extending or improving a program by the addition of a few more 
dollars is overriding the intent of C ongress or destroying the Congress’ 
obligation to provide at Jeast enough for their initial purpose. 

The Cuatrnman. Do you see any practical possibility of legislatures 
using funds that might be obtained in this way for an unnecessary 
expansion of the administration of the fund? 

Mr. Brown. Well, I think it is a possib lity. 

The CuarrmMan. To put it in blunt terms, it would make a greater 
political institution out of the administration of the fund, by loading 
he payroll with political people. 

\Ir. Brown. I would say this, on the polities, that we are all under 
the Hatch Act, so if it is done, it is done in v iolation of the law. But 
the possibility is certainly there. The probability is remote, I would 


Si) 


\ 


The Cuarrman. You think the probability is remote? 

Mr. Brown. Right. 

The Cuarrman. You think the interests of the worker and manage- 
ment are suc h that they could not very well afford to be indifferent to 
iat type of use of money that they raise, and therefore they would 
be alert and exert proper pressures on the legislatures? 

Mr. Brown. Exactly, sir 

The CHarrMan. To prevent that kind of use of the money? 

Mr. Brown. Right 

Senator BenNetr. May I ask a question, Mr. Chairman? 

Mr. CHAtRMAN. Yes. 

senator 8 NNETT. Going back to your early suggestion that you 


night like to have funds to conduct a house-to-house labor survey, 
is that conte oat ited now, within the funds that are provided for you 
by the Labor Department? Do they give you money to conduct 


such a survey? 


Mr. Brown. No: we have a very extensive countrywide labor 
wnalysis program, collection of data, analyzing it and so on. But 
nothing that goes into that much detail is a general rule. 

Senator Bennett. Maybe I am not here in the blue, but following 
Senator Millikin’s question, suppose the legislature of your State 
decides it wants to develop promotion program for the State as a 
local, and here is the source of funds. It can be presumably appro- 
priated to set up an organization inside of your Department, to con- 
duct labor surveys, but it might also be used, at the same time, to 
develop chamber of commerce material. So, if the legislature doesn’t 
want to appropriate locally raised taxes for that kind of a program, 
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here is a source of funds that can be set up for a program not now 
recognized by the Department in Washington, but of interest to the 
State legislature. Isn’t that a possibility? 

Mr. Brown. The law says— 
expenses incurred by it for the administration of its unemployment compensation 
law and public employment offices. 

In other words, it is pretty restrictive. You may have raised the 
question of whether my idea would be acceptable and legal. But I 
think it does highlight this point, that there is a restriction as to what 
purposes ; 

Senator Bennetr. You gave us that as an example of where you 
could use more funds if they were available. It seems to me that 
that is an area where it would be very easy to get over the line and be 
using these funds for questionable purposes, and the Department of 
Labor would have no power over those funds unless it did, as you have 
indicated it sometimes does, restrict it in other funds in order to more 
or less force you to take these funds and put them back into the pro- 
gram, rather than operate a parallel program. 

Mr. Brown. As I say, the law would be there, presumably to catch 
up with anybody who went over the bounds too far. But it seems to 
me, in regard to the comment I have made, that any proper effort 
devoted to increasing jobs, thus decreasing unemployment and so on, 
falls well within the employment security general program 

The Cuarrman. You know, just offhand, I have n’t reached a final 
conclusion, but the illustration you give me sort of in oe ; me as 


pretty close to the border line. I mean there isn’t anything in the 
economic field, if properly handled, that doesn’t tend to decrease un- 
employme nt. And it seems to me you go pretty far afield with that 
kind of approach to this kind of a fund. 

In other words, the example you gave me was not entirely persuasive 


so far as I am concerned. 

Mr. Brown. Perhaps I better not press it any further. 

The CnarrmMan. Go ahead with your presentation. 

Mr. Brown. I am through with one other comment 

The CuartrMan. Folks, we have here, Senator Don Collins, a mem- 
ber of the State Legislature of Colorado. I hope you are listening 
closely, Senator. 

Mr. Brown. I simply want to wind up with summarizing what I 
think are the facts: There is a definite need for this money, a need 
which can’t be met or isn’t being met under present procedures. 
And the procedure that we have outlined here, I think fulfills the re- 
quirement of being based upon sound principles to the extent oe the 
original program is based upon sound principles. And if it is the 
opinion of the committee, perhaps, that there should be a more restric- 
tive provision as to the use of these funds, that is a question of judg- 
ment. 

The CHarrman. I would like to intervene at this point and say I 
am not one of those who believes that all the wisdom of the Nation 
is here in Washington and that our State legislatures are unable to 
take care of our problems and should be denied jurisdiction over their 
proper field. I don’t want to give that impression at all, because I 
feel very much the other way. 

Mr. Brown. I might say that the 51 State administrators emphat- 
ically agree with you. 
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The CuHarrmMan. Thank you very much. It is a wonderful thing 
for a man in my job to have 51 people agree with him. 

Mr. Brown. I have no further comments. 

The CHarrman. Thank you very much. 

We will hear from Mr. Marion Williamson, director of the Employ- 
ment Security Commission, Atlanta, Ga. 


STATEMENT OF MARION WILLIAMSON, DIRECTOR, EMPLOYMENT 
SECURITY AGENCY, GEORGIA DEPARTMENT OF LABOR 


The Cuarmmay. Make yourself comfortable and identify yourself 
for the reporter. 

Mr. Wituramson. Thank you, Mr. Chairman, and gentlemen of 
the committee. My name is Marion Williamson, director, employ- 
ment security agency, Georgia Department of Labor. I am also 
appearing representing the Interstate Conference of Employment 
Security Agencies. 

The State administrators of the employment security program are 
vitally interested in sound programs. We have marched up this hill 
and down this hill to preserve those systems. Consequently, we have, 
in the Federal Treasury now, nearly $9 billion for the payment of 
benefits. 

Senator Bennetr. The testimony previously was between $600 
million and $800 million, or is this a different figure? 

Mr. Wutiiamson. This is the total of benefit trust funds, Senator. 
It is nearly $9 billion. 

The CuarrMan. All of the States? 

Mr. Wriuramson. Yes, sir. 

Senator Bennerr. All security funds 

Mr. WiuurAmson. That is the funds that the States have collected, 
that has been offset by the total 3-percent tax, which the State col- 
lected on the 2.7 rate, or lower, according to the individual employer’s 
experience. Now, that is different from the three-tenths of 1 percent 
collected by the Federal Government for administration cost, Senator. 
There has been approximately a billion dollars in excess of the appro- 
priated funds, if you exclude the time that the United States Employ- 
ment Service ran the Employment Service during the war. 

The CuarrMan. This is the Unemployment Service that you are 
talking about? 

Mr. Wituramson. Almost $9 billion; yes, sir. 

Senator Bennerr. Currently on hand? 

Mr. Wituramson. Invested in guaranteed Government bonds, and 
the State trust-fund accounts in the United States Treasury get 
interest on it each quarter, according to the daily income on those 
bonds. 

Senator Bennerr. It was hard for me to jump from the testimony 
of Mr. Teets, that there was $70 million in Colorado. 

Mr. Trrrs. That is correct, sir. 

Senator Bennerr. And $9 billion for the whole United States. 

Mr. Trrrs. That is correct, sir. 

Mr. Wixiuramson. Now, all of this money is supposed to be in the 
Treasury over there in the United States. In our account, in the 
Georgia account, we have $140 million. I will agree that Georgia 
has done a good job on that, too, Senator. 
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The CHAIRMAN. Sure. I tell you, you witnesses from Georgia, 
whether you have a good case or not now—I am not intimating you 
never have a good case—have a way of talking so that you charm a 
bird out of a tree. I am unusually susceptible to any witness from 
Georgia. Go ahead. 

Mr. Wiiuramson. Thank you, sir. I don’t think the finger has 
been put on the nigger in the woodpile here though, vet. Ever vbody 
is afraid to get under somebody’s skin. But, the whole question in 
this bill is that the States haven’t had any elbowroom; they have 
been told exactly what you can spend the money for. If you don’t 
spend it in the exact amount and for exactly the things that Federal 
officials say expend it for, you are in the doghouse 

Now, what we think will help our programs is for the administrators 
back in the States that are close to the people, where they are account- 
able to the people back there, to have a little latitude. 

Now, take one instance in Georgia. We would like to get the wage 
records in there, so that if a claim is filed, we will have the wage 
credits on hand there so we won't have to spend time and money to 
send a man out looking for wage records after a claim is filed. They 
say, “You are a little above the national average so we will pull you 
down to the national average 

And there are a lot of instances like that that come up. 

Now, recently, the Congress appropriated some money up here for 
grants to the States for administrative purposes. The United States 
Department of Labor held half a million dollars over there and said, 
“You can have some of this now if you will make a fraud investigation 
just like we want to make it.”’ 

We had cases there where we suspected fraud, you see, but didn’t 
feel like we could put somebody out running down those where we 
suspected it. But they didn’t want to run those particular ones 
down. They wanted to take a broad random sample. 

I thought, personally, it was better to investigate the cases that we 
suspected of fraud, rather than just go out hog wild and shake the 
bushes. 

The CuarrmMan. Let me ask the gentleman from the Labor Depart- 
ment: Why would you not give us appropriations enough to make 
that kind of an investigation? 


STATEMENT OF ROBERT GOODWIN, DIRECTOR, BUREAU OF 
EMPLOYMENT SECURITY, UNITED STATES DEPARTMENT OF 
LABOR 


Mr. Goopwin. My name is Robert Goodwin. I am Director of 
Employment Security. 

We merely asked all States to meet certain criteria in this investi- 
gation so that the results could be compare “l as between the States. 

The CuarrMan. If the State of Georgia wants to run an investiga 
tion as to, oh, a limited number of people that it might suspect, would 
you compel the State to go into some broad scale statistical investiga- 
tion, rather than doing it the way they wanted to do it? 

Mr. Goopwin. No, sir; they are completely free to make that kind 
of investigation. We merely requested that on this special study, for 
which expenditures were allocated, that they be made so that the 
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results could be compared as between the States. The type of thing 
that Mr. Williamson is talking about, we have always recommended 
that the States do out of their regular administrative funds. 

The CuarrMan. Senator, this is Mr. Williamson of your own State. 

Senator Grorce. Yes; I know Mr. Williamson quite well. 

The CHarrMan. I am still curious as to whether it is the broad 
purpose of the Unemployment Service to be developing national 
statistics, or what would be wrong with getting after some particular 
crooks in a State—you have no crooks in the State of Georgia, but in 
X State. 

Mr. Goopwin. There is nothing wrong with it. 

The CuHarrman. Why shouldn't it be taken out of the funds? 

Mr. Goopwin. We recommend, sir, that they do it out of regular 
administrative funds. I think it is quite obvious though, that if In 
the special study you do what Mr. Williamson described, which is 
to take those cases where you suspect fraud, and chase those down, 
that you can’t tell from the results on that what: your incidence of 
fraud is 

This special study, which we finance, is to find out what our problem 
was nationwise. And one of the criteria that we asked the States to 
follow, was to have a random sample, so that you could then get a 
reliable percentage as to what the fraud problem was. The type of 
thing Mr. Williamson is talking about is the regular administrative 
problem, which should be pursued from the total grants given the 
State, as a day-to-day administrative problem. 

The C ae mMAN. Well, you haven’t answered the point that is in 
my mind, but you will never put anybody in jail in Georgia on a 
random sample. We will pass that. It is not important anyway. 

(The following letter was subsequently received for the record:) 


Marcu 10, 1954. 


Hon. EvGene D. MILLIKIN, i 
Chairman, Commitiee on Finance, 
United States Senate, Washington, D. ( 

Dear Senator MILLIKIN: In the course of the hearings on the Reed bill 
(H. R. 5173) before vour committee on March 9, 1954, your attention was drawn 
by Mr. Marion Williamson of Georgia to an investigation of fraud in unem»loy- 
ment insurance which the Bureau of Employment Security was said to have 


required of the State agencies. I should like to give you a brief statement of 
what the Bureau has done in this connection. 
The Bureau has not required any State to follow a svecific pattern of checking 


and investigating for fraud. The annual avpropriation from Congress for State 
grants for em=loyment security administration includes an item designated for 


“overrayments and fraud,’’ which we in turn allocate to al! the States. The 
States have used such allocations in a wide variety of activities which they deemed 
most suitable for the detection and prevention of improper payments. The 


amount s° appropriated and allocated to the States for the fiscal year 1954 was 


approximately 83,059,000. 


In the current vear, however, a separate and additional allocation was made 
to nearl “all States for purposes related to overoayment and fraud control. 
Because of our growing concern over renorts that the problem of im»oroper pay- 


ments was more serious than was generally believed, we concluded that all States 
should be asked to conduct pettney oj ns ona number of cases selected at random. 
We asked that the cases be selected at random in order to get a reliable estimate 
of the extent of the fraud problem. One of the principal reasons for asking the 
States to furnish informatir yn in this way was so that we might furnish the con- 
gressional appropriation committees information on the extent of the fraud 
problem, in order that the Congress could take a more informed action in appro- 
priating funds for State employment security administration. We expect that 
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the results of this program will also be of importance to the States in finding 
unsuspected loopholes for improper payments in the system. 

I hope this will clear up any misunderstanding regarding this matter. I would 
appreciate your placing this letter in the record of the hearings. 

Sincerely yours, 
Rosert C. Goopwin, Director. 

Mr. Wixuiamson. I think Mr. Goodwin hit the nail on the head 
when he said thay can do it in Georgia, but we aren’t going to pay 
for it. And what we want is a little elbow room, that is all. 

Now, every now and then I get into an argument with the Bureau. 
They are all my friends—but I argue with my wife sometimes 

The Cuarrman. I bet you don’t win those arguments. 

Mr. Witiiamson. No, sir. I had an argument with an insurance 
man the other day about changing the method of payments to my 
beneficiary, so. much a month inste ad of a lump sum. He wanted to 
get my wife’s consent. I said, “This is one argument | am going to 
win. She isn’t going to know about it until 1 am dead and gone.” 

The CuarrMan. I hope that is long deferred. 

Mr. Wiuuramson. We questioned a man that comes into the local 
office about his eligibility, whether to wait a while or do it on the first 
trip or the end of the first weak, or waiting period week, or first com- 
pensable week. And the different States want to do it different ways. 
And the Bureau tells me that you can do it on the first go around, 
whenever you want to, but if vou aren’t going to do it like we Say, 
we are not going to give you the money for it. And it is mighty hard 
when you have to pinch here, and steal from this part, and know the 
next year they are not going to get money to finance the program for 
any higher, because you are limited to your experience or national 
average whichever is lower. ‘That is one of the reasons we need that 
elbow room 

This money is not going to be distributed to the States, as such. 
That is a sort of erroneous impression. This excess will go over here 
in the United States Treasury, and there it will land. It can onls 
be spent for benefit purposes, ‘unless the State passes rigid, very rigid 
requirements on it. Now, if | went ahead, and they took exception 
to my using some money for fraud purposes over and above that 
which was granted or something like that, they have done nailed this 
thing down now in this bill to where I couldn’t pay that exception. 
I would have to—because they said your payment must be made 
after the appropriation is made. And they got all sorts of safeguards 
there, but I can live with this bill. 

We have worked on this bill. We have knocked off the sharp 
edges, and we have come up here and fought the United States 
Department of Labor on grants. They wanted to grant these 
moneys to these benefit funds. They didn’t want to pay them back. 
and sometimes I doubt whether they ever want the loans paid back. 
They talk about extending the time of repayment here, extending it 
there, and they will frankly tell vou that they were up here on the 
Hill last year, after the administration changed, still arguing for 
grants, instead of Joans. The President came out though, in his 
economic message, asking for repayable advances, that is, the Presi- 
dent recommended loans, and not grants. 

The CHarrmMan. Whatever the feeling was, let’s say, in the pre- 
ceding administration, whatever the notion there was about grants, 
I don’t think they ever had much support on the congressional side. 


, 
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Mr. Wruuramson. No, sir, we figure, and the Congress seemed 
to be with us, that if you give folks money to pay benefits, there 
is nothing that is going to keep them from making the job insurance 
program a gravy train. We want to keep this program sound, and 
if you don’t have the responsibility to keep your benefit payment 
level consistent with your income with which to pay, any State is 
going to go broke. Rhode Island took $29 million out of this fund 
to pay sick benefits. It is still out. 

The Cuarrman. Is that out of depleted funds? : 

Mr. Wiuuramson. They did that subsequent to 1946, I believe, 
Mr. Chairman, and if that $29 million was in there today and had it 
been in there all that time, and had been drawing interest on it, they 
would be in pretty good shape today. Now, they will tell you that 
$29 million was put in there on account of an employee contribution. 
That is true, but they had their program geared so that they would eke 
up that employee contribution, when they took the $29 billion out 
of their unemployment trust fund and ceased getting interest on 
it 

The CHarrMANn. You said billion, you meant million? 

Mr. Winuramson. Yes, million. 

When they took out that $29 million and quit getting the interest 
on it, they didn’t regear their benefit structure to conform to their 
limited resources. 

f 


Now, I think one of the best things vou can do for Rhode Island is 
to pass this bill and put them on notice that vou are not going to hand 
out the money as grants to encourage lax laws and lax administration. 

The CuatrmMan. Do you approve of this bill? 


Mr. Witutamson. Yes, sir. 
The CHarrMan. As is? 

Ir. Winuramson. As is. I don’t approve of it in every detail. 
It is a compromised bill. We have knocked off the sharp edges. We 
can live with it. The Federal department can live with it. We have 
worked hard on it, and it will strengthen the State program. I not 
only believe in this bill, and the principles here—both houses of the 
State legislature in Georgia have endorsed the principles here. The 
Ways and Means Committee in the House had extended hearings and 
tried to negotiate, and the United States Department of Labor brings 
proposals in and proposals back, and we adopted some. Now, this 
morning we hear that some we adopted they don’t want now. There 
are all sorts of delays in tactics which have been thrown into this 
situation all the way through. The House passed this bill—I believe 
it was 294 to 71 —and this is a good bill. And I would like to see, and 
the State administrators practically unanimously favor the principles 
of this bill, and we urge your favorable consideration. 

Unless some member of the committee has some questions, that 
would finish my testimony. I would like permission to put a statement 
into the record. 

The CuHarrMan. It will be put in. 

(The statement referred to follows:) 


STATEMENT OF Marion WILLIAMSON, DirecToR, EMPLOYMENT SECURITY 
AGENCY, GEORGIA DEPARTMENT OF LABOR 


\ir. Chairman and members of the committee, my name is Marion Williamson. 
I am director of the employment security ageney, Georgia Department of Labor, 
and a past president of the Interstate Conference of Employment Security 
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Agencies. I am now serving on the legislative committee of the conference. We 
who are concerned with the day-to-day administration of this program whole- 
heartedly believe in a system of sound unemployment insurance. It is my 
opinion that established insurance principles must be retained and strengthened 
in this program and that the present concept of State responsibility must remain 
in the forefront. For this reason, I strongly urge enactment of H. R. 5173. 

The major aspects of H. R. 5173 have been almost universally accepted by 
State administrators, employers, and others. These inelude: (1) The earmarking 
for employment security purposes of ail funds collected under the Federal un- 
employment tax; (2) the establishment of a loan fund to assure the solvency of 
every State trust fund; and (3) distribution of the excess of Federal unemploy- 
ment tax collections over direct appropriations by the Congress to the States 
for the payment of benefits and for administrative costs of employment security 
administration. In the interest of conserving your time I will limit my remarks 
primarily to these major points. 

The earmarking of al! funds paid into the Federal Treasury under the Unem- 
ployment Tax Act is a matter that has received the careful study of State adminis- 
trators over a period of years. The earmarking of funds collected through a tax 
levied for a specific purpose has long been widely accepted as a sound principle 
of government. It is one that has been followed from the beginning with respect 
to all moneys paid into the respective State unemployment insurance trust funds. 
[t is a principle that has received practically unanimous endorsement from those 
best informed as to the operations and purposes of the employment security 
program. It is my considered opinion, as well as that of my fellow administrators, 
that all of this tax should be used exclusively for employment security purposes. 

With regard to the loan-fund principle contained in H. R. 5173, there are two 
definite schools of thought. Those who oppose the present State-Federal system 
for the administration of unemployment insurance generally oppose the repayable 
loan provisions of this bill. Instead, they advocate outright grants to depleted 
State trust funds. Apparently they seek to establish a dependent relationship 
between the States and the Federal Government and thereby to move toward 
accomplishment of their ultimate goal of complete federalization of the employ- 
ment security program. As you know, this idea of complete federalization has 
found little favor before either the general public or the Congress. On the other 
hand, it is my conviction as well as that of nearly all of the other State adminis- 
trators that a repayable loan fund will help to implement the principle of State 
responsibility in a simple and practical way. We believe that any loan fund 
established should operate as such. The bill under consideration would accom- 
plish this as it clearly sets forth the conditions for obtaining and repaying loans. 
The bill wisely provides for automatic repayment under certain specified conditions 
which assure that funds borrowed will be replaced within a reasonable period of 
time. 

We who are charged with the administration of State laws recognize that the 
essential ingredient of a sound long-range unemployment insurance program is 
the proper gearing of tax rates and benefit payment rates. As with any insurance 
plan, potential income and costs must be considered simultaneously and con- 
stantly reviewed in the light of current and prospective conditions. It is my 
belief that the very nature of the pregram as an insurance operation necessitates 
adjustments from time to time, and State by State, to meet changing economic 
conditions in different localities. Only through a State-Federal system can this 
type of flexibility be achieved. The repayable loan fund would assure the 
continuance of State responsibility in making such needed administrative or 
legislative adjustments as may be required by local conditions. As in other 
insurance programs, the tax rates, or premium, will inevitably vary from State 
to State and even from employer to employer. The elimination of the rate 
differential and the making of outright Federal grants to pay benefits to workers 
in States which permit their trust funds to become depleted without taking 
corrective action would be a complete departure from the insurance concept. 
Personally, I believe in operating an insurance program for the worker tem- 
porarily without a job. Should we depart from the insurance concept, we would 
become simply another relief agency. 

When the Congress enacted the Federal Unemployment Tax Act, there was 
general recognition that a successful program of this type, which would so vitally 
affect the economic life of every community, should be established under a system 
that would provide administrative control close to the people directly affected 
employers and workers. The Federal act, therefore, provided that operation of 
the program would be in accordance with laws enacted and administered by the 
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States. The Congress limited the Federal aspect of the program to adminiatra- 
tive financing and the setting of a few basic minimum standards to be incorporated 
into the respective State laws. Every State accepted its responsibility in this 
field and enacted legislation necessary to put the program into effect. Thus, it 
was possible for each State to adapt the specific provisions of its own law to meet 
local conditions. This concept of local responsibility has produced a healthy, 
continuing, and active interest on the part of the citizens in every State and 
community. 

While the enactment and administration of the respective State laws is a 
State responsibility, funds for administration are collected from taxpayers of 
the various States by a Federal tax levy. Some of these funds are then made 
available to the States through annual appropriations by the Congress. The 
differing concepts of State and Federal responsibility have produced opposing 
views regarding the use of any excess Federal unemployment tax collections by 
the respective States for administrative purposes. The bill now under considera- 
tion would eventually make limited funds available for administrative purposes 
through State legislative appropriations. Each State would be individually 
responsible for the expenditure of such funds. As you know, the volume of 
activity experienced in the employment security program is subject to violent 
and unexpected fluctuation in short periods of time. Aside from fluctuating 
economic conditions, another important element is that administrative costs are 
affected by amendments to State laws, which may occur at any time during a 
fiscal vear. It is also well known that the Federal unemployment tax collections 
have produced an amount more than adequate to cover administrative costs, 
Since the amount of administrative funds that may be needed for a particular 
fiscal period cannot always be forecast exactly, it appears to me that the logical 
answer is to earmark this tax as it is collected. Under this bill the amounts 
distributed to the respective States from excess tax collections will be added to 
the individual State’s benefit trust fund in the United States Treasurv. This 
bill assures that excess funds credited to the States’ accounts will be used for 
benefit payments and under rigid State legislated control to finance adminis- 
trative costs not otherwise provided for. Thus, flexibility will be provided that 
will enable each State to more fully meet its responsibility under the law. 

The enactment of the measure under consideration will assure the continuation 
of State responsibility in the field of employment security. It provides a soundly 
financed permanent loan fund, strengthens State trust funds, and provides needed 
flexibility in State administration. 

Gentlemen, I urge your favorable consideration of the bill. 

The CuarrmMan. Any questions, Senator George? 

Senator Grorae. I don’t believe I have any questions. I didn’t 
hear all the testimony this morning. 

I would like to ask this one question: When this loan fund is 

© ° _ ~™ 
created, out of this surplus in the hands of the Federal Government, 
over and above the amounts allotted to the States for administrative 
purposes, is that fund to be borrowed, and are repayments to be made 
to that fund? 

Mr. WiturAmson. Yes, sir; automatically. 

Senator GrorGce. Automatically? 

Mr. WILuiAMson. Yes, sir. 

Senator GrorGe. How is that done under the bill? 

Mr. WiiurAmson. Under the bill, Senator, if the State has not paid 
it back on the second January after they borrowed the money, they 
will not be allowed as much credit offset on their Federal tax as they 
have been. 

Now, take this for instance: If they don’t pay it back after the 
second January, instead of paying the Federal Government $3 on a 
thousand dollars of wages, they would pay $4.50. 

Senator GrorGce. They would have to pay more—they would have 
to pay a penalty, that is equivalent to an assessment to make up their 
obligations to the fund? 
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Mr. Wituiamson. They can make it up several ways. That is one 
way. 

Another way is, they could adjust their benefit structure. They 
could tighten up on their law by disqualifying a man more if he 
voluntarily quit work, or if he was discharged from work for mis- 
conduct, or they could increase their State tax, and pay it back that, 
or if they fail to do these other things, then this would require them 
to pay it back, so that they would police the law, administrative 
practices and make its program more efficient. 

Senator GrorGe. But no State would be denied the 2.7 setoff, 
would it? 

Mr. Wruuiamson. No, sir. 

Senator GrorGe. That would still stay in the law. 

Mr. WituiAMson. Wait a minute—— 

Senator Grorer. You see you have three-tenths of 1 percent, and 
2.7 goes back to the States. 

Mr. Wiuuiamson. The 2.7 would still go back to the States trust 
fund account in the United States Treasury. 

Senator GrorGe. Yes. 

Mr. Wiuuramson. And they would be required to increase their 
payment to the Federal Government 5 percent a year, beginning with 
the second January after the loan was made . 

Senator GeorGeE. I see. So it is a loan; it is not a grant. 

Mr. Wriiuramson. Yes, sir. To get around any constitutional 
provision, which some people will raise, it doesn’t pledge the credit 
of the State. 

Senator Grorae. I understand. It is pledged in that way if it 
remains—of course, the levy is made by the Federal Government 
on the employer in the State anyway. 

Mr. Wriiuiamson. Yes, sir. 

Senator GrorGe. Then there is a refund back to the State or a 
setoff back to the State of 2.7, plus whatever other credits the em- 
ployer may get under State law, for continuous service for hiring 
employment, and so forth. 

Mr. Wituramson. If I understand you correctly that is right. 

Senator GrorGer. The 2.7 would go back to each State in any case. 

Mr. WILuiAmMson. Yes, sir, the State would still collect that 2.7 
or whatever the benefit structure in the State required. This money 
is credited to the States’ unemployment trust fund account in the 
United States Treasury. 

Senator GrorGe. That is all the questions I have. 

The CuatrMan. Thank you very much. 

Mr. Teets, did you have something else to say? 

Mr. Teets. One brief point with regard to the matter of adminis- 
trative flexibility, I don’t think it was touched upon, and I think is 
well worth your consideration. 

The Governor of my State, as chief executive officer, is primarily 
responsible for the proper functioning of this law. Now reasonable 
minds may differ as to how much money is necessary for the proper 
and efficient administration in my State. As the law now reads, 
and as we get these funds, an individual, a Federal employee, has the 
right, and the pursestring control to make those final decisions, but 
the responsibility for the success or failure of that program rests 
upon me. 
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Now, if these moneys were permitted to come into the State, I 
could then, if there is a difference of opinion between myself and the 
Federal representative, go to my legislature, explain the problem, and 
if I convince them—with the other forces having an interest contrary 
—- to my own—convince them that those funds are needed in 
order to carry out the provisions of my law, I could, by that means 
get it <a [ can’t. It seems to me that it would highlight those 
differences of opinion, would strengthen, not weaken, the provisions 
of the entire program. It would build it, not deter it. 

The CHarrMan. Thank you very much. 

We will recess until 10 o’clock tomorrow morning. 

(The following letter and enclosures was subsequently submitted for 
the record 

(See also Labor Department amendments, p. 34.) 


WasHINGTON, D. C., March 11, 1954. 
Hon. Euvcene D. MILLIKIN, 
United States Senate, Washington, 2). 

DEAR SENATOR MILLIKIN: Pursuant to your request, the State employment 
security administrators who appeared before your committee on the Reed bill 
wish to state their position on the series of amendments proposed by the Depart- 
ment of Labor. 

We strongly oppose 5 of the 6 substantive changes set out in the Department’s 
memorandum of Mareh 9. As stated at the time of the hearing, amendment 
No. 4 in this series, which would eliminate the maintenance by a State of a 2.7 
percent average tax rate for eligibility for advances, is a matter of no particular 
concern to the Svates 

We likewise oppose amendment No. 2 and amendment No. 9 that are set 
out in a series of so-called minor and technical amenaments in the Department’s 
memorandum also dated March 9. In our opinion these amendments are sub- 
stantive in nature 

The remainder of vhe so-called minor and technical amendments are language 


refinements designed to be clarifying. In a few instances they perhaps may be 
more explicit than the language in the present bill. However, we feel that they 
are in no sense necessary. A reasonable construction of the provisions of vhe 


existing bill would permit its proper administration 
On behalf of the entire Interstate Conference of Employment Security Agencies, 
we desire to take this opportunity to again express our appreciation for the priv- 
ilege of appearing before the committee and for the courtesies extended. 
Sincerely, 

BERNARD E. TEeEtTs. 
NEWELL BROWN. 
MARION WILLIAMSON, 


Drarr or Srx AMENDMENTS oF H. R. 5173, RecoMMENDED IN DEPARTMENT 
or Laspor’s STATEMENT FOR THE ADMINISTRATION BEFORE THE SENATE Com- 
MITTEE ON Financn, Marcu 9, 1954 
Amend the July 9, 1953, Senate print of H. R. 5173, as follows: 


1. Chanae of effective date of earmarking 
On page 2 


line 7, strike out “ending June 30, 1954” and insert in lieu thereof 
“heginning July 1, 1955” 

On page 2, line 11, insert ‘“‘preceding’”’ before ‘‘fiscal”’ 

On page 2, line 14, strike out ‘for such year” and insert in lieu thereof “during 
such preceding fiscal year”’ 

On page 2, line 16, insert ‘‘preceding”’ before ‘‘fiscal”’ 

On page 2, line 17, strike out “for such fiscal year” and insert in lieu thereof 
“during such preceding fiscal year’ 

On page 2, line 20, strike out ‘“close” and insert “beginning” in lieu thereof. 

On page 2, lines 22 and 23, strike out ‘‘at the close of such fiscal year” 
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On page 2, line 24, strike out 
On page 4, line 18, strike out “succeeding’ 
On page 5, line 1, insert a period after “account” and strike out “‘at the close 
of the fiscal vear for 
On page 5, line Lf 


On page 5, line 13, strike out “‘sueceeding 


whi h the transfer is ms ie 


), strike out ose”’ and insert ‘‘be 


2. Permit excess taxes distribut to State accounts to be ed for benefit peor & 
On page 6, lines 24 and 
provided in paragraph (2 
On page 7, strike out all of lines 3 through 25 and on page 8 strike out all of 
lines 1 through 7 


On pages 13 and 14 strike out all of subsect 1) of sec n 5 of the bill, and 
redesig1 ite subsections bh ( i und t is i t ( d and e) 
8. Extend from 2 to 4 urs ft} veriod d ng wi é rument of advance is not 


required 





On page 12, line 21, insert the following after the word “State’’ and before the 
semicolon “unless, prior to such January 1 and subseq { he latest calendar 
quarter in which an advance was made, the balanc the State fund has failed 
to equal or exceed the highest annual benefit payments made in the five years 
preceding such taxable vear;’ 

On page 12, line 22 through page 13, line 4, strike out all of subparagraph (B) 
and insert the following in lieu thereof 

“(B) in the ease of a taxable vear beginning with the third consecutive 
January 1 on which such a balance of unretur 1! advances existed, by 5 per 
centu or, in the event of a previous credit reductio inder paragraph (A 
by an additional 5 per centw f the tax imposed by section 1600 with re- 
spect to the wages paid by such taxpayer during 
such taxable vear t l and subs juent to the latest 
calendar quarter i ade, { balanee in the Stat 
fund has failed to equal or exe th ighest annual benefit payments made 
in the six vears pret c *h t ar; and 

““(C) in the case ing with the fourth consecutive 
January 1, or anv succeeding consecutive January 1, on which such a balance 
of unreturned advances existed, by 5 per centu or, in the event of a pre- 


vious credit reduction, by an additional 5 per centum for each such taxable 
vear) of the tax imposed by section 1600 with respect to the wages attributable 
to such State paid by such taxpaver during such taxable year.” 


4. BE nianate marnter nce by Stat of ] cent a 1g le for ¢ lity for 


On pages 8 and 9, strike out 





except the word “and” after the semicolon of 





g 
} 
I 


paragraph (3) of subsection (a) of section 1201. 

On page 9, line 4, renumber paragraph (4) as paragraph (3 

On page 9, line 5, strike out the commas after ‘(1 nd 2 insert the word 
“and” between ‘‘(1)”’ and 2)”’, and strike out “and 3 
&. Provide fo recoupment of excess administrative cost 


Add a new subsection to section 901 as set forth in section 2 of the bill to read 
as follows: 

“‘(¢) No moneys shall be appropriated under subsection (a) of this section if 
in any fiscal year or years prior thereto the employment security administrative 
expenditures have exceeded the tax received under the Federal Unemployment 
Tax Act, until an amount equal to the total of such excess has been deducted fron 
the moneys which would otherwise be appropriated, such amount to remain in 
the general fund of the Treasury.” 





6. Eliminate authority to appro tate excess tax funds for year prior to passage of bill 


On page 15 strike out all of paragraphs (1) and (2) of subsection (f) of section 
5 of the bill, redesignate subsection (f) as subsection (e) fin accordance with amend- 
ment No. 2 above] and insert the following: 
e) Subsection (h) of section 904 of the Social Security Act is hereby amended 
by repealing everything except the first sentence.” 
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Drart or Minor AND TECHNICAL AMENDMENTS OF H, R. 5173 REFERRED TO IN 
DEPARTMENT OF LABOR’S STATEMENT TO SENATE COMMITTEE ON FINANCE, 
Marcu 9, 1954 


Amendment No. 1: 


Strike out the term “unemployment compensation” in the title of the bill and 
insert “employment security”’ in lieu thereof, 


Amendment No. 2 
On page 1, line 4, strike out “1953” and insert 1954” in lieu thereof. 
Amendment No 


On page 2, line 13, and page 3, lines 2 and 6, strike out the term “unemploy- 


ment” and insert the term “employment security” in lieu thereof, 


Amendment No. 4 

On page 3, lines 9 and 10, make subparagraph ‘‘(A)”’ part of paragraph (1) by 
striking out the dash on line 9, striking out the quotation marks and the designa- 
tion ‘‘(A)’”’ on line 10, and redesignating ‘‘(i)’’, ‘‘(ii)’’, and ‘‘(iii)’’ as ‘‘(A)’’,‘‘(B)”’ 
and ‘‘(C)’’, respectively 

On page 3, line 20, redesignate ‘‘(B)”’ as ‘‘(2)”’ and insert the following language 
immediately after the ‘‘(2)’’: 

2) the amount estimated by the Secretary of Labor as equal to the necessary 

expenses incurred during the fiscal year for’’ 

On page 4, line 5, redesignate paragraph ‘(2)’ as paragraph ‘‘(3)”’. 


Amendment No. 6: 

On page 3, line 19, and page 4, line 2, insert the words “as amended”’, after 
“the Servicemen’s Readjustment Act of 1944’’. 
Amendment No. 6 


2 


On page 4, strike out all of lines 11 through 13. 


Ame ndn ent No 

On page 5, line 17, insert the following language immediately after the word 
“Labor’’:—“and certified by him to the Secretary of the Treasury on or before 
that date’’. 

On page 5, line 17, insert the following immediately after the word ‘‘States’’ 
“to the Secretary of Labor by June 1” 

On page 5, lines 22 and 24, strike out “June 1” and insert ‘‘May 1” in lieu 
thereof 
Amendment No. 8 

On page 8, line 13, strike out the word “account” and insert “unemployment 
fund” in lieu thereof 
Amendment No. 9 

On page 8, line 14, strike out ‘September Jf 
in lieu thereof 


), 1953” and insert “June 30, 1954” 


Amendment No. 10: 
On page 9, line 7, strike out the commas and the words “from time to time’’. 


Amend me nt Vo 11 

On page 11 add a new section at the end of section 3 of the bill, to be designated 
section 1203, to read as follows: ‘‘When used in this title, the term ‘Governor’ 
shall include the Commissioners of the District of Columbia’’. 
Amendment No. 12 

On page 10, line 15, strike out “section 1201(a)’’ and insert ‘‘section 1201” in 
lieu thereof. 
Amendment No. 18 

On page 10, lines 18 and 19, insert the word “promptly” between the words 
“shall transfer’, insert a period after the word “amount”’, and strike out ‘‘as of 
the close of the calendar month in which the Governor makes such request”’. 
Amendment No. 14 

Insert the term “Unemployment Trust Fund for credit to the’? om page 10, 
line 20, and page 11, line 15 before the word ‘‘federal’’, and on page 11, line 10, 
before the word ‘‘account”’ 


x 
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Amendment No. 18: 

On page 11, lines 5 and 9, strike out ‘“‘subsection (a)’’ and insert “section 1201” 
in lieu thereof. 
Amendment No. 16 

On page 11, line 9, insert the words “received and covered into the Treasury” 
before the word ‘‘exceeds’’. 
Amendment No. 1?: 

On page 11, lines 14 and 15, strike out the words ‘‘from time to time from the 
general fund in” and insert in lieu thereof the words ‘‘at the close of the month 
in which the moneys were covered into”’ 

On page 11, line 16, strike out the period at the end of the sentence and insert 
“as of tne first day of the succeeding morth”’. 


(Whereupon, at 12:25 p. m. the committee recessed to reconvene 
at 10 a. m., Wednesday, March 10, 1954.) 
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EMPLOYMENT SECURITY ADMINISTRATIVE 
FINANCING ACT 


WEDNESDAY, MARCH 10, 1954 


Unirep States SENATE, 
COMMITTEE ON FINANCE, 
Washington, dD. cz. 

The committee met, pursuant to recess, at 10:10 a. m., in room 
312, Senate Office Building, Senator Eugene Millikin (chairman) 
presiding. 

Present: Senators Millikin, George, and Frear. 

The CHatrMANn. The committee will be in order. 

Is Senator Kennedy in the room? 

Come forward, Senator. Take a seat, here. We are very glad to 
have you here. Right there; that is supposed to be a hot seat, but 
it is very cool. We are glad to have you. 


STATEMENT OF HON. JOHN F. KENNEDY, A UNITED STATES 
SENATOR FROM THE STATE OF MASSACHUSETTS 


Senator Kennepy. I thought if it would be agreeable, I would cut 
this statement substantially, and I will put it all in the record. 

The CHarrRMAN. Put it in the record in whatever length you wish 
to put it in. 

Senator Kennepy. Mr. Chairman and members of the Senate 
Finance Committee. 1 appreciate this opportunity to appear before 
your committee in opposition to H. R. 5173, the Reed bill on unem- 
ployment compensation. It seems to me unthinkable that, during a 
time when the rate of unemployment under this act has nearly doubled 
from what it was | year ago, and the rate of new claims has increased 
by nearly 80 percent, Congress would take steps to weaken instead of 
strengthen our jobless insurance program. 

Massachusetts has a special interest in this bill—for, like Rhode 
Island, it has long suffered from chronic and seasonal unemployment, 
insufficient diversification of industry and heavy dependence upon 
manufacturing employment. Although our benefit and _ eligibility 
standards are not excessive and we were the only State besides Rhode 
Island which charged the full unemployment tax in 1953, Massachu- 
setts has on the average paid out more than 80 cents for each dollar 
collected; and our State unemployment compensation reserve at the 
close of fiscal 1953 was less than five times as great as the benefits 
paid during the previous vear, and barely twice as great as that year’s 
unemployment tax collections. Inasmuch as the 1948-50 slump cut 
this State’s reserve nearly in half, a serious recession tomorrow could 
endanger its solvency. 
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The CuarrMan. Before you finish, will you give us some statistics 


on how many you have emploved in the State, how many are taking 
unemplovment relief, and so forth? 


Senator KENNEDY. Yes, I have those ficures. The latest data 
indicate that only 22 percent of the Massachusetts workers covered 


by this act could be paid ben fits for the maximum 26 weeks out of 


funds available. Inasmuch as the number of Massachusetts claimants 


has increased in 1 year by more than 85 percent, and the rate of new 
claims has jumped more than 50 percent, the adequacy of this program 
is of concern, not only to the workers whose benefits may be reduced 
or withheld, or to those employers whose taxes may be raised, but it is 
of concern to the whole State. 

Business Week, May 7, 1949, for example, stated that the paradox 
of depression-unemployment rates in Lawrence, Mass., without a 
business depression, was due, according to Lawrence businessmen, 
to unemployment compensation which, they said, had ‘proved to be 
an effective cushion for business as well as workers, against the impact 
of layoffs.”’ 

The CuatrrmMan. Do you know what the unemployment is at the 
present time? 

Senator Kennepy. Yes, Senator. I would like to submit those 
figures, and a comprehensive comparison of Massachusetts’ position 
compared with Rhode Island and the United States as a whole. 

This table is from the United States Department of Labor, and per- 
haps I could file these with my statement. 

The CuarrMan. We will be glad to have you do that. 

(The figures referred to follow:) 


Selected unemployment insurance data 











United Rhode Massa- 
State Island chusetts 
Week ended Feb. 27, 1954 
Initial claim 288, 178 3, 691 10, 043 
Percent change from ar ago +79. 3 +65. 4 +-50. 5 
Week ended Feb. 20 
State insured u yment 2, 168, 164 27, 492 78, 382 
Percent change fr year ago +06. 6 +-108. 8 +86. 2 
Unemployment rate (percent 6.0 11.4 5.3 
I year 1 mounts thousan 
laxable wages $100, 238, 930 $631, 511 $3, 788, 186 
Collections for benefit $1, 367, 806 $16, 737 $100, 114 
Percent of taxable wage 1.4 2.7 2.6 
Benefits paid $912, 898 $12, 353 $44, 758 
Percent of collection 66.7 73.8 44.7 
Percent of taxable wages 0.9 2.0 2 
Funds available for benefits (as of June 30, 1953 $8, 577, 745 $25, 733 $213, 509 
Percent o le waves 8.6 4.1 5.6 
Federal ur yyment tax collections: 
Fiseal r 1953 $275, 623 $1. 858 $10, 664 
Fiscal year 1954 (estimate $290, 000-$300, 000 (1) (1) 
Fiscal year 19. estimate ( (4) () 
Grants to States for administration 
Fiseal year 1953 $197, 049 $1, 712 $8, 923 
Percent of federal collections 71.4 92. 1 83. 7 
Fiscal year 1954 (estimate $212, 705 () (4) 
Percent of Federal collections 73. 3-70. 9 "T7 
Fiseal year 1955 (estimate) $216, 400 (1) () 
Percent of Federal collections (i 
Calendar year 19 mounts in thousands 
( ctions for benef $17, 189 $102, 673 
I fits paid $12, 565 $41, 081 
Percent of collections 73. 1 40.0 
I s available for benefits (as of Dec. 31, 1953 $8, 912, 821 $28, 521 $250, 032 


1 Not available 


Source: U.S. Department of Labor, Bureau of Employment Security, Division of Reports and Analysis, 
Mar. 8, 1954 
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Senator Kennepy. What has been true in Massachusetts has also 
been true on a national level, where in 1949 $1.7 billion—more than 
twice the 1948 level—was paid to maintain the purchasing power of 
unemployed workers. For fiscal 1954, benefits will undoubtedly again 
exceed $1 billion. In addition to Massachusetts and Rhode Island, 
other State unemployment compensation reserves may meet diffi- 
culties, if present economic trends continue to worsen, in both large 
States —such as New York, Pennsylvania, ¢ eufornis, Illinois, Michi- 
gan, and New Jersey—and less wealthy States—such as New Hamp- 
shire, Alabama, Maryland, Washington, Delaware, and Alaska. 

lor these reasons, your committee might consider several improve- 
ments in our unemployment compensation system, instead of the 
weaknesses proposed by this complex and misunderstood bill. As 
President Eisenhower pointed out, what he termed our ‘‘valuable first 


line of defense against economic recession * * * needs reinforcement” 
if it is to ct ay its proper role in just the t type of downturn we now face. 
These improvements are not contained in H. R. 5173. 


A. Coverage: As pointed out by the | resid ala ‘ongress should act 
to cover 3.4 million empl yvees of businesses with fewer than 8 workers, 
2.5 million Federal civilian e mployees and 200,000 agricultural process- 
ing e mployees, among others, who presently face relief instead of social 
insurance. 

B. Benefits and duration: The President also pointed out that the 
present level of benefits is inadequate, having fallen from the original 
goal of 50 percent of weekly wages to an average of 33 percent; and 
the duration of benefits is similarly inadequate, having permitted 
almost 2 million persons to exhaust their rights in a short time im 
1949. Although the President recommended State action, I favor 
nationwide minimum standards to prevent any incentive for one State 
to undercut the standards of another. 

C. Tax base: Consideration should be given to raising the taxable 
wage base under unemployment compensation from $3,000 to $3,600, 
in order to keep it on a par with OASI, enable easier bookkeeping 
for employers, and strengthen reserves in States such as Rhode Island 
and Massachusetts. 

D. Earmarking: The excess of Federal collections under the act 
for administrative purposes over the expenditures for such purposes, 
presently about $60 million a year, should be earmarked for strength- 
ening the unemployment compensation program, instead of using 
this payroll tax to support the Government. Such earmarking is 
proposed in H. R. 5173; but it proposes to use such funds in a manner 
detrimental, not beneficial, to the unemployment insurance system. 


I. THE LOAN FUND PROVISIONS OF H. R. 5173 WOULD NOT OFFER SUB- 
STANTIAL ASSISTANCE TO DEPLETED STATE RESERVES 


General limitations of loan programs: Lending money to a State 
fund imperiled by heavy unemployment is unlike any other Federal 
aid program. When Congress is concerned with national problems 
of health, public assistance, education, and other programs familiar 
to this committee, it grants aid to the States on the basis of their 
need, and does not require such aid to be repaid. 

A Federal repayable loan fund can only hope to deal with temporary 
crises at most. Instead of preventmg disaster to a State reserve 
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suffering from heavy and chronic unemployment, it merely postpones 
emergency taxation to pay back the loan. 

For a long-term problem such as the decline in textile employment 
or a serious recession, a repayable loan is not sufficient. If a State 
struck by such an economic catastrophe must raise its rates to safe- 
guard its fund or repay a loan, it loses more industry unable to com- 
pete with other low-tax areas, and thus is faced with both dwindling 
tax collections and mounting unemployment claims. Requiring 
such a State to be able to repay a loan under such circumstances 
increases the competitive disadvantage of some employers—contrary 
to the original purpose = the law; and improperly distributes costs 
over the business cye ‘le, by requiring a State to raise its tax rates to 
repay the loan at the very time when its payrolls are diminishing and 
its businesses need help. Finally, a very basic objection to any loan 


program is the fact that as many as 26 States, including Rhode Island, 


appear to be bound by constitutional restrictions in seeking loans. 

One purpose of our unemployment insurance program is to share 
the risk; for, if the tax rate on each employer were to cover the full 
burden of unemployment in his industry, his tax might be as high as 
20 percent. By pooling this risk within the State, its burden is more 
evenly distribu ‘ted. Simil: uly, risks should be pooled on a Federal- 
State basis, whereby State funds which fall to a dangerously low level 
through no fault of their own would receive “insurance payments” 
from a reinsurance reserve to which all States contribute. I support 
S. 710 for this purpose, introduced by the Senators from Rhode 
Island, although I realize that there are alternative methods of 
esti ablishing such a reinsurance program for this committee to con- 
sider; but certainly a loan does not fulfill this principle of sharing the 
risk among all States. Both Rhode Island Senators are out of the 
country on official business, and unable to be present today. 

The CuarrMan. May I interrupt you, John? You mentioned the 
maauns from Rhode Island. It is my understanding that both of 
the Senators are out of the country, but they would appear here if 
they were in the country, but that the Governor of Rhode Island 
will testify. 

Thank you very much. 

Senator KmnNepy. Limitations of loan program of H. R. 5173: 
The loan features of the bill before your committee are particularly 
unhelpful. Compare, if you will, these provisions with the lending 
provisions of the George loan fund, title XII of the U nemployment 
Compensation Act, which you originally recommended in 1944, and 
which expired on January 1, 1952 

A. First, the size of the loan fund in H. R. 5173 is limited to a 
maximum of $200 million, little more than New York’s claims in a 
normal year. No maximum was included in the George fund. 

B. Secondly, the eligibility provisions for a loan under H. R. 5173 
are too restrictive, requiring the State reserve to be lower than the 
total benefits paid out during the previous 12 months (although the 
loan itself cannot exceed the amount of benefits paid during the highest 
of the preceding four quarters). Under the George provision, a 
State was eligible whenever its reserve fell below its annual rate of 
collections during the higher of the two previous calendar years, & 
situation which is more likely to occur unless the State is already 
paying out more than it takes in under a full tax rate. 
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Third, and most important, the repayment provisions of H. R. 
5173 are too harsh. The bill provides that employers in a State which 
has not repaid a loan after a period of from 13 to 24 months (on the 
second January 1) face a 5 percent Federal penalty tax increase, and 
another 5 percent each year until the loan is repaid. This penalty 
applies even though the reserve fund continues to decline, even though 
the State must continue to seek new loans, and even though the ex- 
cessive unemployment compensation tax is contributing to the deteri- 
oration of employ ment. Such a State would be required to reduce its 
benefits and increase its tax rates above the normal rate of 2.7 percent; 
or face collapse of the State system. Contrast these harsh provisions 
with the George loan fund, which contained no penalty and required 
repayment only whenever, and to the extent that, the balance in the 
State fund exceeded the higher of the annual tax collections during the 
two previous calendar years. President Eisenhower, in recommending 
a loan fund, specified that repayment by a hard-hit State should not 
begin for 4 years ‘‘in the interests of allowing a State a reasonable 
interim to readjust its economy and attract new industries.” For 
these reasons, I believe the loan fund provisions of H. R. 5173 do not 
offer substantial assistance to depleted State funds. 


Il. H. R. 5173 WOULD WASTE UNEMPLOYEMNT COMPENSATION FUNDS 
NEEDED FOR BENEFIT PAYMENTS 


The second feature of H. R. 5173 distributes to the States on the 
basis of their covered payrolls those funds not expended each year on 
administration or the loan fund. This, in my opinion, is one of the 
most extraordinary and fiscally irresponsible propositions ever to 
come before this body. Under this provision, States would receive 
moneys raised by a Federal tax regardless of their need for such funds, 
regardless of the amounts they contributed to such funds and regard- 
less of the amount they may have already received for similar pur- 
poses. Here is a bill which is extremely stringent in lending money 
to States in need; but which then distributes far larger sums, without 
any standards, to all States regardless of need. Surely no Federal 
grant-in-aid program could be approved on a basis whereby New York 
would receive 40 times as much as Delaware regardless of need. 

The bill does not require that these funds be used for benefits; and 
most States today clearly would use this Federal gift for administrative 
expenses. Yet Congress already appropriates all administrative 
expenditures under this program, as determined by each State and 
reviewed by the Department of Labor and Congress; and if the amount 
appropriated proves to be insufficient, Congress provides a supple- 
mental appropriation. But this bill requires the distribution of these 
funds for administrative purposes above and beyond what Congress 
determines to be necessary appropriations for those purposes, and thus 
renders meaningless the congressional function. The bill also requires 
State legislatures to appropriate the funds which Congress has raised. 
As stated by the Treasury Department: 

Sound administration counsels against a system whereby a legislative body 
appropriates funds it has no responsibility for raising. It is all the more undesir- 
able if it occurs after the Congress has already appropriated what it deems to be 
necessary for proper and efficient administration. 
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This provision, permitting the reduction of taxes during prosperous 
periods, and then eliminating this aid during recession, is in addition 
unsound. Moreover, a period of heavy unemployment may require 
more Federal and State administrative expenses than the 0.3 percent 
tax collects; but instead of establishing a contingency fund for such 
years, the Reed bill requires each year’s surplus to be distributed in 
full, so that General Treasury expenditures would be required in such 
a vear. Certainly this committee, which is concerned with the cash 
budget and the statutory debt limit, should question a proposal 
encouraging the States to find new ways to spend moneys which 
would otherwise be retained in the Federal Treasury, including those 
States—and there have been about 30 of them so far—who may 
already receive more in congressional appropriations for administrative 
expenses than they have paid in. Such funds should be saved for 
benefit payments in those States today or in the future whose reserves 
are threatened by serious unemployment; or at least in a contingency 
fund for years to heavy administrative expenses. 


Ill. CONCLUSION 


In conclusion, Mr. Chairman, let me add that this bill increases 
the prospects for complete federalization of unemployment compen- 
sation. It provides for excessive payments of Federal funds to all 
States. It requires State legislatures to appropriate funds raised by 
Federal tax. It encourages State employment agencies to expand 
their various administrative services to be subsidized by Federal 
funds. Its lending provisions require a change in the constitutional 
structure of many States. Its harsh provisions for repayment would 
keep some States continually dependent upon Federal loans to re- 
plenish the State reserves they are unable to build up. And finally, 
those States whose reserves are not adequately aided by this bill, 
whose benefits may have to be sharply reduced and taxes sharply 
raised in order to prevent a collapse during heavy unemployment, 
will certainly demand complete federalization of the entire unemploy- 
ment compensation system. 

For these reasons, if the Congress does not now see fit to safeguard 
State funds by a program of reinsurance, I believe it would be pre- 
ferable to have no action at all than to enact the Reed bill whlch would 
waste these badly needed funds. If the lending provisions could be 
liberalized, and the provision for distribution of surplus funds stricken 
or at least restricted to benefit payments, that would constitute some 
improvement; but it would be far more logical to adopt the sugges- 
tion of the administration and the House minority report that the 
George loan fund provision be reenacted until more comprehensive 
legislation along the lines outlined is possible; and until the Commis- 
sion on Intergovernmental Relations—whose establishment was rec- 
ommended by the Senate Committee on Government Operations, of 
which I am a member—completes its study of this subject. The 
present bill is an unjustifiable raid on our unemployment compensa- 
tion benefits, and it would impair our jobless insurance program at a 
time when it is in critical need of improvement. 

| appreciate very much the opportunity to testify before this com- 
mittee. Thank you. 

The CHatRMAN. Are there any questions? 
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Thank you very much. 

The CHarrman. Mr. Teetor, Assistant Secretary of Commerce. 
Will you take a seat, please, and identify yourself to the reporter. 

Mr. Terror. My name is Lothair Teetor. 


STATEMENT OF LOTHAIR TEETOR ASSISTANT SECRETARY OF 
COMMERCE FOR DOMESTIC AFFAIRS 


Mr. Terror. I am the Assistant Secretary of Commerce for 
Domestic Affairs. I have a statement which I would like to present 
to this committee, Senator Millikin and Senator George. 

The CuHarrMan. Are you speaking for the administration? 

Mr. Terror. No, I am speaking as an individual. 

The CHarrMaNn. Go ahead. 

Mr. Terror. As Assistant Secretary of Commerce for Domestic 
Affairs I want to thank this committee for permitting me to submit 
my views with prospect to the provisions of H. R. 5173. I want to 
make it clear at the outset that my views are not those of the adminis- 
tration, which have been officially presented by the Secretary of Labor. 
I want to present a business point of view which has been made known 
to the Department of Commerce and which I personally support, as 
do some of my colleagues in the Department. 

This bill deals with a subject which relates to the economic life of 
business and industry and involves the prosperity and growth of the 
national economy. 

The CHarrMANn. Let me make it clear, again. You are not speaking 
for the Department of Commerce? 

Mr. Terror. No, sir. 

The Cuarrman. Nor for any other governmental agency? 

Mr. Treror. No, sir. 

Sound and efficient administration of unemployment compensation 
systems is in the interest of both business and labor as well as the 
general public. 

There has been in the past, within the Federal Government, a 
tendency to treat unemployment compensation matters as exclusively 
within the concern of executive agencies dealing with labor and welfare 
measures. This approach disregarded the fact that unemployment 
compensation systems are completely financed by business and indus- 
try and that business and industry are directly and vitally concerned 
with the functioning of these systems. The operation of unemploy- 
ment compensation laws ties in very closely with business activities 
at the local community level. Employers, therefore, have an interest 
in seeing that employees have adequate protection to see them through 
temporary pe riods of unemployment. 

Unemployment compensation systems are essentially designed for 
administration and application by the individual States. The system 
is a State system. The Federal laws dealing with this subject were 
designed purely for the purpose of encouraging the adoption of unem- 
ployment compensation laws by the individual States. That this pur- 
pose has been successfully accomplished can be seen in the fact that all 
States now have in effect employment security systems which meet the 
standards originally laid down in the Federal law. Inasmuch as State 
unemployment compensation systems generally conform with recog- 
nized standards and criteria, it is my view that these systems can work 
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most effectively if the primary authority with respect to their function- 
ing remains within the States, and Federal intervention and regulation 
of the State systems is held to a minimum. I do not feel that it has 
ever been demonstrated that Federal administrative officials possess 
greater wisdom or are more genuinely concerned with good adminis- 
tration of State laws than are the State administrative officials who 
have the primary responsibility for administration under these laws. 

The overall effect of this bill is to give more authority and discretion 
to State administrative agencies and to reduce Federal supervision 
and control. It is my belief that the bill will encourage better and 
more efficient administration of State employment security systems. 
The Department of Commerce has received numerous expressions 
of opinion which indicate that the purposes of this bill have the over- 
whelming support of business and industry. Businessmen are almost 
universally of the opinion that the State administrative agencies 
can adequately and effectively administer their own laws and that 
Federal regulation and control is not a necessary or desirable check 
upon the State agencies. 

Without attempting to go into the technical provisions of the bill 
I would like to comment specifically on two points. First, I strongly 
favor the establishment of a loan fund upon which the States may 
draw when their unemployment compensation reserves become 
depleted. I hope, of course, that the States can continue to main- 
tain a high level of reserves and that there will be no occasion upon 
which they will be required to seek Federal assistance. 

It is desirable, however, to have some emergency loan funds to 
meet such contingencies. Provision for repayable loans is far pref- 
erable to any arrangement under which the Federal Government 
would make direct grants to the States of necessary funds to meet 
unemployment compensation obligations. Any such Federal grants 
would place the State systems under the financial thumb of the 
Federal Government and would result in virtual Federal domination 
of the State systems. I therefore strongly urge that no serious con- 
sideration be given by this committee to any proposal for financing 
State unemployment compensation systems through Federal grants. 

| also urge that in connection with the establishment of the loan 
in provided for in this bill adequate measures be provided to insure 
repayment at the earliest possible time consistent with all economic 
factors involved. It is my fear that if the repayment provisions are 
set out in such a way that it would allow for prolonged extension of 
loans these loans could in essence become looked upon as Federal 
grants rather than repayable loans. H. R. 5173 gives adequate 
protection in this direction. 

My second specific comment relates to the provisions of the bill 
dealing with the allocation of the excess of the Federal unemployment 
tax after the $200 million loan fund has been fully established. Under 
the provisions of this bill such excess would be redistributed to the 
States in the ratio that the covered wages in each State bear to total 
wages covered by all unemployment compensation laws. It is my 
view that it would be appropriate that the reallocated funds be credited 
to the account of each State reserve fund in the United States Treas- 
ury. The States would then be free to draw upon such funds for 
payment of benefits and for expenses of administration of the State 
employment-security systems, 
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Although it is the official position of the Administration that the 
funds thus allocated to the State reserve funds should be available to 
the States only for the purpose of paying benefits and that such funds 
should not be used by the States for payment of administrative 
expenses, it has been my personal experience that there is a need for 
a greater degree of discretion by the State administrative officials 
in dealing with the problems of administration and enforcement of 
the State laws. The exercise of such discretion necessarily involves 
some latitude in respect to administrative expenses. 

The CHatrMan. Mr. Teetor, at this point, will you tell us for the 
purpose of the record, your own experience in these matters. 

Mr. Trrror. My experience has been 8 years in the Indiana Legis- 
lature, in which experience I have had considerable contact with these 
unemployment compensation laws and the way they work in a State. 

The CHarrMAN. Do you have anything to do with the subject over 
in the Department of Commerce? 

Mr. Terror. Anything to do with this subject in the Department 
of Commerce? 

The CHArrRMAN. Yes. 

Mr. Terror. Well, we are very directly interested in it. 

The CHarrRMAN. Do you have anything to do with it? 

Mr. Trnror. Yes, this subject would come under my department, 
under Domestic Affairs. 

The CHarrMAN. What is your department? 

Mr. Tretror. Domestic Affairs. 

The CHarrMaANn. Go ahead. 

Mr. Trrror. At the present time the State budgets covering ad- 
ministrative expenses must be submitted to the Department of Labor 
for approval. After processing through the Department of Labor, 
the total figure of all State budgets is submitted to Congress with a 
request for an appropriation of funds to cover these budgets. The 
Department of Labor can allow or disallow items of expense contained 
in the proposed State budgets and may apply its own judgment with 
respect to what is good and necessary for the administration of the 
State laws. 

There is in a sense, a contradiction in a system under which a State 
government has the discretion in enacting laws in the field of employ- 
ment security which are best suited to the particular problems of the 
State, and has the responsibility for administering and enforcing such 
law, but at the same time does not have complete discretion in regard 
to the means of administration and enforcement of such laws. It is 
inconsistent to place the lawmaking and enforcement functions in 
one government and to place in another government the exclusive 
authority to determine the effective limits of the operation of the law 
through control over administrative expenses. 

The CuarrMan. It is not a destructive inconsistency, is it? It 
works, doesn’t it? 

Mr. Terror. It works but it would work better if the States could 
better determine the exact amount of money that is needed to be 
spent for administration. 

The CHarrmMan. Would you suggest that the Federal Government 
move itself out of the tax-collecting system? 

Mr. Trereror. Well, certainly not. But here is a State law—— 
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The CHarrmMan. When the Federal Government lends itself to the 
collection of revenue, there must be some reasonable point where it 
should have something to say about the disbursement of those reve- 
nues, is that not correct? 

Mr. Treror. Yes; they should have some checks and balances, 
but here is a law where the principal obligation for enforcement is 
on the State. 

The CuatrmMan. I quite agree with all of that, and if I may say 
so, | am a States’ righter, if that has any meaning any more. 

Mr. Terror. It does, certainly. 

The CuarrmMan. But I cannot put a blinker on, when I see the 
Federal Government operating to collect taxes from people and you 
say, “Oh, we are just a collector. We are just throwing it back to the 
States.” I think when you use the Federal Government for a tax- 
collecting function, the Federal Government necessarily must have 
some supervision over how that money is spent. We couldn’t sustain 
ourselves to sit here as a mere tax-collecting agency for States and we 
having nothing whatever to do with the method in which the funds 
are expe nded. 

Mr. Terror. It will depend a great deal on what the funds are 
expended for. 

The CuarrMan. That is the point, and I think you recognize that 
there is some proper field of supervision of the Federal Government, 
as long as we depend upon the Federal Government to collect the tax. 

Mr. Trrror. I would say that my statement is not one that is 
absolute, but in this particular instance, there is an inconsistency, 
as I see it. 

The CuarrMaANn. Well, go ahead. You have made that point. 

Mr. Terror. As a member of the State legislature in Indiana for 
8 years I have had firsthand experience with the administration of the 
employment security laws of Indiana, I know that the people who 
have been responsible for the administration of the Indiana employ- 
ment security laws have been the highest type of administrative 
officials whose primary concern is to give the people of the State the 
best and most effective administration of these laws at the lowest 
possible cost. I feel that the experience that they have had in the 
administration of these laws and in the particular problems that come 
up under the State laws makes them best equipped to decide questions 
of administration within the State. 

The arguments in favor of broader State discretion have been 
presented to the committee by the State officials themselves. Industry 
and business generally favor the broadening of State discretion 
and a converse limitation upon Federal control. It is the conviction 
of the business community that the State unemployment compensation 
administrators have a much greater familiarity with the particular 
problems of administration within their own States and are much 
better equipped to make judgments in dealing with these administra- 
tive problems than Federal bureaus far removed from the particular 
problems. 

As this committee knows, business groups have a very keen interest 
in the administration of employment security laws. Business groups 
serve on State advisory boards dealing with employment. security 
problems and also are in close contact with the State administrative 
agencies. It can therefore be seen that the business community 
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maintains a constant check upon the effectiveness of State administra- 
tion. A similar close contact with State administration of unemploy- 
ment-compensation laws is maintained by labor unions and other 
interested groups. 

In view of these facts it is clear that there are adequate checks and 
balances upon State administrative officials and, in the light of this, 
there is no real need or justification for Federal supervision and 
control over the expenditure of funds for administrative purposes. 

In conclusion, the minor issues in this bill, I think, are adequately 
and properly covered by the bill itself. The main issue, as I see it, 
is whether the States should be allowed to decide whether the moneys 
are refunded to them, tax payments which they made, should be used 
for administrative purposes, for payments of benefits, or both. And it 
is my opinion, and that of most businessmen, that the States are fully 
capable of making this decision and they should have the right to do so. 

I wish to thank the members of this committee for their courtesy 
in receiving my views, and I want to state for the Secretary and for 
myself that the Department of Commerce is at all times ready to 
render to this committee and other congressional bodies its utmost help 
and assistance in every possible way. 

The CHarrMAN. That is an interesting plug for the Department of 
Commerce. 

Thank you very much. 

Any questions, Sénator George? 

Senator Grorae. I have no questions. 

The CuarrMan. Governor Roberts, please. 


STATEMENT OF HON. DENNIS J. ROBERTS, GOVERNOR OF THE 
STATE OF RHODE ISLAND 


The CHarrMANn. Governor Roberts, we are very glad to have you 
here. We are sorry that the two Senators from your State are out of 
this country. It is my understanding that they would both testify 
along lines similar to your own testimony, if they were here. 

Thank you very much for coming. 

Governor Roserts. Mr. Chairman, and members of the committee, 
I am grateful for your permission to come here in view of the absence 
of Senator Green and Senator Pastore from the country, to make a 
statement on a piece of legislation that is of vital concern to the 
people of the State of Rhode Island. 

The critical condition of the employment security program in 
Rhode Island has prompted me to appear before you to present ob- 
jections to the loan provision of bill H. R. 5173, commonly known as 
the Reed bill, and to support instead the principle of reinsurance con- 
tained in the bill S. 710 introduced by Senators Green and Pastore. 

That solvency is basic to the employment security program both 
the President and Secretary of Labor Mitchell have recognized in their 
recently prepared statements. They have both stressed the need for 
protecting the solvency of State funds. The reasoning of the Federal 
administration leads them inevitably to a position supporting Rhode 
Island in the reinsurance issue which stated simply is that a State 
unemployment insurance system can be assured of solvency only 
when provision is made for outright Federal grants in emergency 
situations. 
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The threatened insolvency of the Rhode Island unemployment 
insurance reserve fund led us to be the first State to conduct in 1950 a 
comprehensive study, Benefit Financing and Solvency of the Employ- 
ment Security Fund. This study was conducted to determine why 
the benefit expenditures were excessively high in Rhode Island and 
what specific factors were responsible for this situation. We at- 
tempted to work out an estimate of what our benefit obligations would 
be in the future and the fund reserves we would require over an entire 
business cycle. In other words, what tax rates would be required to 
finance our program over such a period. 

The results of that study clearly indicate that the provisions of the 
Reed bill, with respect to repayable loans, would offer no solution to 
Rhode Island’s problem of potential insolvency, but rather would 
aggravate the conditions causing the insolvency. 

A basic provision contained in the Reed bill causes particular con- 
cern in Rhode Island, namely the provision for recovery of the loans 
made to States by raising the employer tax above the 2.7 percent 
level. 

Under the Reed bill the total real tax on employers over a period 
of vears could conceivably rise to 4% percent of payrolls. 

The result of this excessively high tax rate would literally force 
our industry to relocate in other States offering more favorable rates 
and new industry would be discouraged from locating in Rhode 
Island. This condition would eventually increase unemployment and 
benefit expenditures and decrease taxable payrolls and the dollar 
yield of employer contributions. 

Rhode Island’s attorney general has already ruled that the accept- 
ance of aid of this character, whether it be termed a repayable loan 
or an advance, would be in violation of the State’s constitution. Even 
if such a ruling had not been made, Rhode Island could not in good 
conscience accept such aid in the full knowledge that it would foster 
industrial attrition, discourage industrial replenishment, and_ ulti- 
mately result in the economic deterioration of the State. 

The CHarrMan. Would your constitution permit you to accept a 
orant? 

Governor Roperts. Yes; it would, Senator. The constitution pro- 
hibition is against a loan without consent of the people. It would 
have to be submitted to referendum before we could accept it. 

The CHAtTRMAN. At some time during your presentation, Governor, 
I would like to have your opinion of what has brought Rhode Island 
to the situation in which it finds itself, so far as this situation is 
concerned. 

Governor Roserts. I think we deal with it in this statement. 

However, an outright grant would not entail any such disadvan- 
tages, but rather would permit the continued operation of internal 
forces that stimulate economic growth. 

That the Federal Government should assume some measure of 
responsibility for the solvency of State funds is entirely consistent 
with the recent proposals of President Eisenhower who has implied 
such a responsibility in recommending to the States an extension of 
benefits to protect the country against an economic recession. If the 
administration deems it necessary to make such a recommendation 
to the States, the Federal Government must assume the responsibility 
for underwriting State funds to assure their solvency. 
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Rhode Island is frequently cited as an example of the need for im- 
mediate legislation by the Congress to forestall insolvency of the 
unemployment program in any individual State. It has been implied 
upon occasion that Rhode Island’s financial plight may be attributed 
to liberality, or improvident administration. These implications are 
unwarranted and have been made by people unfamiliar with the State, 
its benefit provisions and its economy. 

Neither ™ its benefit rate nor in its duration of benefits is the Rhode 
Island law unusually liberal. There are 29 States whose maximum 
benefit rates constitute a higher percentage of the average weekly 
wage than is the case in Rhode Island. Seventeen States have 
maximum weekly benefit rates of $30 or more, while 14 States have 
maximums of from $26 to $28 per w eek. Thirty-one States, therefore, 
have current maximums above the Rhode Island maximum of $25. 
This, incidentally, is exclusive of dependeats’ allowances which are 
paid by nme States, each of which has a higher basic maximum rate 
than Rhode Island. 

The CHarirMan. What is the present rate in Rhode Island? 

Governor Roperts. $25, Senator. 

The CuarrMan. What are vou collecting from the employer? 

Governor Roperts. 2.7 

The CHarrmMan. How long have you been coll ting 2. 

Governor Roperts. To my memory that has been almost 7 vears. 

The CHArRMAN. Proceed. 

Governor Roperts. Pardon me, Senator. 

The CHatRMAN. Go ahead 

Governor RoBERrrs. If we use duration rather than benefit rate as 
a measure of the adequacy of an unemployment-insurance system, 
the provisions of the Rhode Island law are even more inadequate in 
this respect. The percentage of claimants eligible for the maximum 
duration in Rhode Island is less than the percentage eligible in 48 
other jurisdictions. 

Rhode Island has recognized that it could not afford undue liberality 
and has made positive efforts to strengthen its program where needed, 
such as in requiring higher earnings and greater attachment to the 
labor market as conditions for drawing benefits. 

At the last session of the general assembly a new minimum-earnings 
requirement was enacted which placed Rhode Island among the States 
with the most restrictive qualifying provisions. In addition, the dis- 
qualifying provisions of the act, with reference to reasons for separation 
from work and availability for work, were strengthened. Therefore, 
it is not liberality which causes our problem. 

There is a natural limit to how much more the program can be 
tightened either in its provisions or administration before it becomes 
unduly cramped and restricted in providing wage loss offsets, thus 
defeating the very purpose for which it was established. Moreover, 
even if Rhode Island were to curtail be yond any other State, it would 
not solve its financial problem. 

The maintenance of a sound unemployment compensation program 
requires constant vigilance. The enactment of a resolution estab- 
lishing a study commission is but another indication of the awareness 
of the Rhode Island General Assembly of this basic premise. 

All studies conducted have revealed beyond all doubt that the cause 
of Rhode Island’s high benefit costs lies wholly in the nature of its econ- 
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omy—an economy which is marked by a high degree of industrializa- 
tion with such a concentration in unstable and seasonal industries that 
a high percentage of insured unemployment is inevitable. Average 
insured unemployment as a percentage of insured labor force has been 
almost 8 percent (7.88) in Rhode Island in the period 1947-53, as com- 
pared with a United States average of less than 4 percent (3.94) during 
the same period, 

Rhode Island is one of the most highly industrialized States in the 
Nation. Its lack of natural resources and its limited agriculture 
inevitably force it to rely primarily on manufacturing. This is fur- 
ther aggravated by the fact that 70 percent of its manufacturing 
employment is in the less stable light-consumer goods industries. 
Its major industries are textiles, jewelry manufacture, and machinery 
manufacture. 

The worldwide decline in textile employment is further aggravated 
in Rhode Island by the migration of many plants to the Southern 
States unde r the inducement of cheaper electric power, lower wage 
rates, abatement of property taxes. In addition, employer tax rates 
for unet mploy ment compensation are less in those States than the maxi- 
mum of 2.7 percent which has been the established rate in Rhode 
Island since 1949. 

The CuHarrmMan. How does your percentage of unemployment 
compare With other States that have substantial unemployment? 

Governor Roserts. We are very high, Senator. Mr. Bride, who 
is the director of employment security can give you the exact figure. 

Mr. Bripe. Our current rate is about 12 percent which is more 
than double the highest estimate of the national average, and which 
is higher than any other State. 

The CuarrmMan. I wan’t talking about the average. I was talking 
about half a dozen other States that have high employment. 

Mr. Brrpz. | believe our current unemployment is higher than 
any other State in the Nation, Senator. 

The CuatrrmMan. Generally speaking, how does it run with other 
principal industrial States? 

Mr. Brive. It is perhaps double most of the industrial States, 
today. Most of the industrial States today are probably around 6 
percent unemployment. 

The CuarrmMan. Do any States that you know of have a higher 
rate of unemployment? 

Mr. Bripr. No, sir; not to my knowledge. 

Governor Rorerts. Textile manufacture comprised 45 percent of 
all manufacturing employment in Rhode Island in 1950. It currently 
comprises only 29 percent, representing a permanent loss of 31,000 
1obs 

The production of costume jewelry, which represents over 16 
percent of manufacturing employment, is inherently seasonal in 
nature, since it depends so largely on the prevailing dress fashions of 
the moment. 

The cost of paving benefits to workers in the textile and jewelry 
industries in the fiscal year of 1952 represented 5.31 percent of the 
taxable payrolls of these industries, while their conteibations amounted 
to only DF percent. 

Recognizing that the real solution of our dilemma lay in the need 
for a more balanced and more diversified economy, the Rhode Island 
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Legislature, at my suggestion, established a State development council 
charged with the responsibility of aiding the expansion of old industry 
and the attracting of new industry into the State. 

We must, however, recognize that while this program is the real 
answer to our problem and will eventually achieve our objectives, it is 
necessarily a long-range plan. In the meantime, misfortune could 
strike us and thus, in the absence of proper safeguards, do irreparable 
damage to Rhode Island and the whole unemployment compensation 
system nationwide. 

Through it is our position that our need for Federal reinsurance is 
of temporary duration, the nature of this need is of such extreme 
acuteness that immediate action is required. 

Even if Rhode Island’s need to rely on Federal reinsurance is of 
short duration, we are fearful that another State, dominated by a 
single industry which abruptly declines, might find itself faced with a 
similar need in the future. Alrea¢ ei the re are five other States whose 
economic conditions are bringing them close to a vulnerable point. 

Kor these reasons it is apparent that the assumption by the Federal 
Government of some measure of responsibility for the solvency of 
State funds is entirely consistent with the nature of the country’s 
economy wherein State boundaries are no barrier to the free flow of 
goods and where characteristically a product consumed throughout the 
Nation is produced only in a few States, the State thus having no 
means of controlling the demand for goods which support its industries. 

A principle analagous to Federal reinsurance is already applied i 
the disbursing of Federal funds for administration of the State employ- 
ment security programs. ‘These funds are provided by a tax of 0.3 
percent on covered payrolls, but the amount allocated to the various 
States is determined by their needs rather than by the amount con- 
tributed by their industry to this fund. 

There are now approximately 18 to 20 States who face insolvency 

‘ach year in administrative funds, since the tax paid by their e mployers 
es the Federal Government is insufficient to cover the costs of admin- 
istering their State program. ‘These States receive an outright grant 
from the Federal Government each year which in effect covers the 
difference betweer the taxes collected and the funds needed for 
administration. Therefore, it is not inconsistent to extend this 
principle of outright grants to provide the means to insure the ade- 
quacy of reserves for the payment of benefits to the unemploved. 

It is worth noting that the Federal administration regards as 
important to the national welfare the establishment on a nationwide 
basis of a benefit rate equaling 60-67 percent of average wages. This 
is particularly significant in view of the fact that : past hearings on 
the Federal reinsurance issue, opponents of this a vice have argued 
that the solution to Rhode Island’s solvency problem lay either in 
raising the tax, which, as we have shown elsewhere, would be disastrous 
to our industry, or in reducing benefit amounts and duration. 

Rhode Island has argued that such reduction would nullify the 
beneficial effect that our unemployment insurance system has upon 
our economy. 

Rhode Island has also argued that the economic disaster which 
such action might provoke in Rhode Island would weaken the national 
economy. Now the Federal administration comes forward with a 
virtual endorsement of the position consistently held by Rhode 


Island. 


} 
I 
1 
I 








82 EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT 


The national administration has suggested raising the Rhode 
Island maximum benefit rate to either $38 or $42 per week. It also 
suggested that uniform duration of 26 weeks be extended to all claim- 
ants. Either of these combination of provisions would increase benefit 
outlays by more than 1 percent of taxable payrolls, or an average of 
$6 million per year. The amount of the excess over this figure that 
such provisions would cost cannot be readily determined, but it would 
be om antial particularly if the $42 benefit rate were to be used. 

The CHarrMANn. Will we have in this record rates charged in various 
States 

Mr. Carry. Yes, sir, we will be submitting those. 

Governor Roserts. In any event the burden of a 1-percent increase 
in benefit expenditures would be palpably unbearable in view of the 
already high rate of expenditures imposed by our economy. 

The position of the Federal administration that purchasing power 
must be maintained at a high level is also consistent with Rhode 
Island’s position that the imposition of an employer tax in excess of 
2.7 percent is unrealistic in the extreme. It must be recognized that 
an emergency condition exists when an adequate unemployment in- 
surance system commet be maintained by a 2.7 percent tax. When 
such a situation develops, in a given State, Federal action is clearly 
called for. 

[t seems certain that anyone who accepts the basic tenets of the 
Federal administration in this matter must find himself in complete 
agreement with the proponents of Federal reinsurance. 

We strongly urge, therefore, that in considering the Reed bill you 
delete the provision calling for repayable loans and substitute therefor 

provision making available Federal grants to distressed States. 

The CHatrMan. Is there anyone in the room prepared to tell 
now what States tax more than 2.7? 

Mr. Carry. We have the information, Mr. Chairman. In fact, 
we list it State by State. 

The CHarrMan. Will that come with your testimony? 

Mr. Carey. It will come with our testimony and we have copies 
here now. 

The CuarrmMan. Thank you very much. 

We appreciate your having come, Governor. 

Governor Rorerts. Thank you very much, Senator, for your 
kindness. 

The CHarrMan. Mr. Carey 
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STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, CIO, 
PRESIDENT, INTERNATIONAL UNION OF ELECTRICAL, RADIO 
AND MACHINE WORKERS OF AMERICA; ACCOMPANIED BY 
MRS. KATHERINE ELLICKSON, EXECUTIVE SECRETARY, CIO 
COMMITTEE ON SOCIAL SECURITY; HARRY KRANZ, LEGISLA- 
TIVE DIRECTOR, NEW JERSEY STATE CIO COUNCIL; AND PAUL 
SIFTON, WASHINGTON REPRESENTATIVE, UAW, AND CHAIR- 
MAN, SUBCOMMITTEE ON SOCIAL SECURITY LEGISLATION OF 
THE NATIONAL CIO LEGISLATIVE COMMITTEE 


Mr. Carey. Mr. Chairman, I am James B. Carey, secretary- 
treasurer of the Congress of Industrial Organizations, and president 
of the International Union of Electrical, Radio and Machine Workers, 
CIO. 

I am accompanied by Katherine Ellickson, executive secretary, CIO 
committee on social security; Harry Kranz, legislative director, New 
Jersey State CIO Council; and Paul Sifton, Washington representative, 
United Automobile Workers, and chairman, subcommittee on social 
security of the national CIO legislative committe 

We want to stress today two main subjects: First, the very harmful 
nature of the Reed bill, H. R. 5173, and, second, the type of construe- 
tive program which Congress should enact to deal with growing 
unemployment. The two subjects are closely related because the 
destructive nature of the Reed bill emerges all the more clearly in 
contrast to the requirements of the current situation. 

We have four major objections to the Reed bill: 

1. It would result in holding down and cutting unemployment 
benefits at the very time that their improvement is most needed. 

2. It would force States, as a condition of receiving Federal loans, 
to raise the employers’ tax rates in a period of growing unemployment. 

3. It would refuse outright grants to States heavily afflicted by 
unemployment, but would set up a plan which, in future years of 
slight unemployment, would make grants to all States automatically 
regardless of need. 

4. It would undermine Federal leadership in maintaining and 
improving unemployment insurance in the very type of period that 
such leadership is most needed. 

We shall explain these effects of the Reed bill during the course of 
our testimony as part of our discussion of the improvements which 
we believe Congress should now enact in the Federal-State unem- 
ployment insurance system. We prefer to present a positive program 
for your primary consideration since this is the erying need of the 
Nation with recession underway. 

Our positive proposals may be briefly stated as follows: 

1. Unemployment benefits should be liberalized substantially in 
regard to amount, duration, eligibility, disqualifications, and coverage 
Since the States cannot be relied on to enact essential improveme nts, 
Congress should set Federal minimum standards to be met by the 
States. 

2. Federal aid should be made available at once to States with high 
unemployment levels on a reasonable basis so that they can and will 
provide adequate benefits without risk of being unable to meet pay- 
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ments. This type of aid is required whether or not Federal minimum 
standards are enacted. In a period of business decline, falling pur- 
chasing power, and growing unemployment, employer contribution 
rates should not be forced to ever higher levels as a condition of receiv- 
ing Federal aid. 

3. Adequate funds for effective administration of the State employ- 
ment security agencies should be provided through regular congres- 
sional appropriations and through a contingency fund of $25 million 
to $50 million to be utilized in periods of heavily increasing costs. 

At its 15th constitutional convention in November 1953, the CIO 
unanimously adopted a resolution on unemployment insurance and 
the Employment Service which I should like to introduce in the record 
as @su mary statement of the CIO policies in this field. 

The CuarrMan. Have you handed that to the reporter? 

Mr. Cargy. Yes, I have. 

The Cuarrman. Thank you. 

The document referred to follows:) 


UNEMPLOYMENT INSURANCE AND THE EMPLOYMENT SERVICE 


During the past vear we have continued the struggle for an adequate employ- 
ment security system against the powerful opposition of certain employer groups 
who have never really believed in unemployment insurance 

In spite of strenuous efforts by our affiliates to improve State legislation in 1953, 
less than half the state legislatures which met raised maximum benefits and less 
than one-fifth increased duration. Over one-third of the States still will not pay 
any worker more than $25 a week when he is unemploved through no fault of his 
own, and only 11 will pay more than $30 a week. While benefits have lagged 
badly behind wages, and increasingly severe eligibility disqualification provisions 
have been enacted, employers’ tax rates have beer held to lower levels than were 
anticipated when the program was started in 1935 

The 83d Congress slashed appropriations for the Bureau of Employment 
Seevrity of the United States Departmert of Labor and for grants to the State 
employment security agencies: Now, therefore, be it 

Res. lred, That the Congress of Industrial Organizatiors reasserts its conviction 
that the Federal Government has a responsibility to provide adequate insurance 
protection to unemployed workers through a unified system, minimum standards, 
or supplementary benefits 

So long as we have State systems, we favor Federal grants to States whicn be- 
cause of high unemployment rates cannot support proper benefits without levying 
relatively high taxes which place employers at a comvetitive disadvantage 

We oppose the harsh loan provisions of the Reed bill, which under the guise of 
helping States with low reserves, would enforce higher taxes and thus increase un- 
employment, which would be inadequately compensated. 

We continue to oppose all efforts to undermine the authority of the Federal 
agency to see that State systems respect the safeguards of labor standards enacted 
in 1935. We call on the Bureau of Employment Security in the Department of 
Labor vigorously to enforce these provisions. 

We deplore cuts in appropriations that have seriously affected the Federal 
Bureau of Employment Security and the State employment security agencies, 
resulting in the closing of many local employment offices, in the widespread adop- 
tion of biweekly, instead of weekly, reporting by claimants and payment of bene- 
fits, and in many other ways hampering program improvements. We reaffirm 
our belief that the proper remedy is adequate Federal appropriations, and we 
continue to oppose proposals such as those in the Reed bill, which would make a 
farce of the Federal appropriation process and would tend to undermine all effec- 
tive Federal leadership. 

We call upon the Interstate Conference of Employment Security Agencies, and 
the State employment security administrators individually, to cease their Federal 
lobbying activities in support of the Reed bill and against other measures favored 
by labor 

We urge our affiliates to continue to seek improvements in State employment 
security laws so that all workers may have decent protection as a matter of right. 
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The securing, through collective bargaining, of guaranteed annual wage plans inte- 
grated with unemployment insurance, will aid our campaigns for better employ- 
ment security laws. 

Mr. Carey. On January 20, the CIO Social Security Committee 
reviewed the President’s messages in the field of social security and 
approved a statement containing the following paragraphs dealing 
with unemployment: 

Tne President has not realistically dealt with tbe problem of unemployment 

I pio} 
compensation despite rapidly shrinking employment throughout America 
Essentially, he has passed the buck to the States, which have failed miserably in 
the past 


Benefits are too low and payable for too limited a period and there are too many 
disqualifications. Jegislatures dominated by business interests will not improve 
unemployment compeusation, despite Presidential wishes 

What is needed is nationa! legislation, providing adequate benefits for at least 
a 39-week period. We shall continue our fight to achieve this goal 


Consideration must be given to the special problems of distressed areas, which 
increase in number daily 

I present these official statements to emphasize the deep concern 
of all our affiliated organizations with this problem. The impact of 
unemployment has so far affected some industries more than others, 
and some regions more than others, but in all segments of our member- 
ship there is concern that the evil will spread. 

The dangers of growing unemployment were stressed in the recent 
report of the Joint Committee on the Economic Report of this Con- 
gress. Among its statements is the following: 

The recent decline in economic activity has sometimes been characterized as 
an “inventory adjustment” and has been in this respect likened to the economic 
adjustments experienced in 1949. It would be a mistake, we believe, to conclude 
from any superficial similarities between the two periods that similar forces can 
be wholly relied on in the present situation to bring about the desired stabiliza- 
tion and growth. The slackening of business activity in 1949 came at a time 
when the tremendous backlog of automobile, housing, and consumer durable 
demand inherited from the period of wartime restrictions was still largely un- 
satisfied. The current situation differs in that much of the compelling drive 
inherent in this type of pent-up demand is no longer present 

Rockbottom official figures counted over 3 million unemployed 
workers in January, a substantial increase over the year before and 
over earlier months. Unemployment insurance claims are nearly 
double those of a year ago, totaling approximately 2.2 million a week. 
In addition to layoffs and outright shutdowns, short workweeks re- 
sulting in scant paychecks have been spreading. In January of this 
year, the average workweek in manufacturing was 1% hours less than 
in the same month in 1953. 

The Federal Reserve Board Index of Production is down 10 per- 
cent from the 1953 peak month, even allowing for seasonal change. 
Total personal income in the United States, seasonally adjusted, 
showed a decline which, if extended over a year, would mean a loss of 
$5 billion. Farm income was off more than $2 billion in 1953 as 
compared with 1952. 

At the end of February, steel output was scheduled at 70.5 percent 
of capacity, reflecting in part lowered demand from the automobile 
industry. 

While no one can foretell with certainty how much of a spring 
pickup will come, plain commonsense demands that legislation we 
enact now shall help to restore prosperity, not to risk or accentuate 
further decline. 
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Our Nation requires continued expansion of production and ever 
higher levels of employment and income if our own people are to 
prosper and if we are to continue necessary aid to our allies abroad. 
Un employ ment in this country will be reflected elsewhere. It will be 
the ally w hie h the Kremlin has long been awaiting. 

We emphasize current economie trends because we believe it 
essential that the Reed bill be considered in this framework. The 
House passed this bill during a period of very high e mployme nt, when 
the number of persons looking for jobs was a very low figure for a 
peacetime period. All the greater responsibility is therefore placed 
upon vour committee and the Senate to scrutinize the ominous pro- 
visions of this bill in the light of a downward economic trend. 

Many supporters of this bill have not taken time to examine its 
effects in detail, especially since the decline in business has bee ‘DC lear. 
The bill is being carried forward by the momentum engendered in 
earlier Vears, 

I have here a photostatic copy of a 7-page memorandum from the 
representatives of the State administrators which throws light on the 
tvpe of campaign resorted to in order to rush this piece of legislation 
through vour committee and the Senate. 

This document, dated November 5, 1953, is addressed to State 
administrators from the President and legislative committee chair- 
man of the Interstate Conference of Employment Security Agencies. 
Its subject is the Reed bill. It starts off with the following underlined 
sentences: 

Passage of the Reed bill, H. R. 5173, constitutes the most important legislative 
objective of the interstate conference in the coming year. Such is the opposition 
that concerted and immediate action by all the bill’s supporters is essential to 
assure its passage.’ 

The next to the last paragraph reads: 


\s soon as possible and within the next month and a half, contact both of your 


Senators and any others you may be able to, directly or, often better through those 
whose opinion would be valued by them. See that they are clearly aware of the 
problem and of your views and the views of all in your State who support the bill 

While the document seems to give the arguments for and against 
the bill, it naturally is oriented at securing support. One of its 
striking features is its lack of attention to the very problem of national 
business decline which now confronts the Nation. There is a striking 
lack of comprehension that unemployment is a national problem of 
national concern. 

In view of the intensive drive stirred up by the interstate conference, 
and the limited nature of the material presented to people in the States 
by the State administrators, it is no wonder that apparent support 
has been obtained. One of our own State labor officials, serving on a 
State advisory council, told us with chagrin how his own State 
administrator had raised the issue of the Reed bill late in a meeting 
and had secured support of it by the advisory council without the 
labor members realizing what the basic issues were or the reasons why 
the CIO and AFL alike have opposed the bill. 

We shall now explain our reasons for our positive proposals. 

1. Unemployment benefits should be liberalized substantially. 

The inadequacy of present benefit provisions has been widely recog- 
nized. President Eisenhower in his economic report to the Congress 
on January 28 stated that 
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Unemployment insurance is a valuable first line of defense against economic 


recession : When set at appropriate levels, [benefits] can s istain to some 
decree the earner’s way of life as well as his demand for commodities. Thus 


unemployment insurance payvme! help to eurb economic decline during 


an interval of time that allows other stabilizing measures to become effective. 
While we would have preferred stronger recommendations on the 
part of the President for improving unemployment insurance, we 


believe it appropriate to quote two sections of this report: 


AMOUNTS OF BENLFITS 








A second inadequacy is the size of benefits Originally ipon the recommenda 
tion of the President's Committee on Eeonomie Seeurity in 1 5, e States 
benefits generally at 50 percent of weekly wages. Howeveys, they » fixed dollar 
maximums which have since significantly curtailed the benefits. The effective 
ratio of averace weekly unemployment benefts to ay weekly wages of 
covered workers was 12 percent in 1938 Since then lar maximums failing 
to keep pace wita rising wage levels, the effective ratio has fallen to 33 percent. 


At present, these maximums are typically between S?C and $30 weekly. it is 
suggested that the States raise these dollar maximums so that 


the great majority of the beneficiaries may equal at least half their regular earnings. 


the pavments to 





DURATION OF BEN}SFITS 


ion ot henefits Only 2 dozen States provide 


ersons 


A third deficiency is the dur 


for 20 weeks, and only 4 of these pay benefits ter that length of time to all 





who meet minimum requirements for any benefits During the 1949 recession, 
almost 2 million persons exhausted their rights, most of them in less than 4 
months. Yet a conspicuons feature of unemployment is that, as it increases in 
amount, it also increases in duration for the individual. For example, in April 


1940, when unemployment was large, three-fifths of those seeking emplovment 


had been out of work 6 months or longer, compared with an 1ge duration in 
1953 of less than 2 months. It is urged, tnerefore, that all of the States raise 
the potential duration of unemployment benefits to 26 weeks, and that they make 
the benefits available to all persons who had had a specified amount of covered 
employment or earnings. A 6-month period woul 

benefits in a severe slump, but in a minor downturn it should be adequate for a 
great majority of the claimants. 





d not prevent exhaustion of 


The Joint Committee on the Economic Report endorsed the 


President’s recommendations in the following paragraphs, pages 
7 to 8: 
Unemployment compensation has long been regarded not only as support to 


those temporarily displaced by the shifting operations of a dynamic economic 
system, but as a program beneficial to the entire economy because of its “built 
in’’ stabilizing features. Whether or not one helieves that the recently rising trend 
in unemployment will soon right itself or that it th 
the months ahead, it is highly desirable that the Federal Government, in coopera- 
tion with the States, do everything possible (1) to relieve individual distress from 





{ 





reatens to become worse in 


unemplovment, and (2) to minimize the loss in consumer demand with its cumula- 
tively bad effects upon the rest of the economy The committee wishes to 


underscore the statement contained in the President’s message that ‘‘unemploy- 
ment insurance is a valuable first line of defense against economic recessior 

The present economic outlook thus presents precisely the situation under which 
the provision of an adequate unemployment insurance program is most imperative. 
Under the circumstances there can be little disagreement with the objectives of 
the President’s program. Broader coverage and strengthening the State systems 
will help maintain consumer demand and aid in forestalling or countering rising 
unemployment. We commend the President’s suggestion that the States should 
raise the potential duration of benefits and their dollar maximums on weekly 
benefits so that payments to the great majority of beneficiaries may be restored 
to a larger percentage relative to their regular earnings. 


The Secretary of Labor as requested by the Senate, sent a letter to 
all State governors on February 16 regarding improvements in the 
State laws. If this has not already been introduced in your record, 
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I hereby request that it be incorporated, since the attachments con- 
tain much valuable material on the lag of maximum weekly benefits 
behind wages, and on duration provisions. 

The CuarrmMan. Mr. Carey, where are you reading now? 

Mr. Carry. I just made an insert, sir, and I insert this material 
which I believe is not yet in the record. 

The Cuarrman. It will be put in the record. 

Mr. Carey. Thank you. 


(The document referred to follows:) 
Copy or LerreR AppDRESSED TO ALL Strate GovERNORS FROM SECRETARY 
MircHetyt Dated Fesruarky 16, 1954 


I am writing you at the suggestion of President Eisenhower regarding improve- 
ment in and expansion of the unemployment insurance program. Since this is a 
jointly operated Federal-State program, we want to work with you so that we can 
fulfill our respective responsibilities. 

There are several areas in which we believe the unemployment-insurance p1o- 
gram needs to be strengthened in order to realize its full potentialities in providing 
protection against unemployment. These are the extension of the system to 
additional workers, improvement in benefits, protection of State funds against 
insolvency, and more adequate financing of administration. 

The President has recommended action to Congress to improve the program 
in some areas and is suggesting action by the States in several other areas. Spe- 
cifically, the President has recommended to the Congress changes in the Federal 
Unemployment Tax Act which should result in the States’ extending protection 
to some 4 million additional workers. These include, primarily, employees in 
firms with one or more workers at any time. In addition, the President has 
recommended unemployment insurance protection for the 2% million civilian 
employees of the Federal Government. I hope that you will call the attention of 
your legislature to the desirability of similar action to extend the protection 
afforded by your own program to State and local government employees. 

The President is also recommending to the Congress amendment of the Federal 
law so that the States can give new and newly covered employers the advantage 
of experience rating after 1 or more years of coverage under the program, instead 
of after the 3 or more years now required. In addition, he is making certain 
proposals to the Congress which will safeguard State unemployment funds against 
insolvency and will permit more adequate financing of employment security 
administration, 

The President has also directed attention to the fact that the present statutory 
benefit maximums under State laws have resulted in too high a proportion of 
claimants getting less than 50 percent of their weekly wages. Only by raising 
these maximums in line with the rise in wages and living standards can the pro- 
gram serve its purpose of providing sufficient purchasing power to aid in assuring 
an adequate benefit to the worker for loss of earnings and to effectively help in 
curbing economic decline. His report describes, as a desirable goal of the program, 
that maximum weekly benefits be raised ‘‘* * * so that the payments to the 
great majority of the beneficiaries may equal at least half their regular earnings.”’ 

In his Economie Report the President has also called attention to the impor- 
tance of assuring longer periods of unemployment insurance protection. This is 
needed, since when unemployment increases in volume, it also increases in dura- 
tion for the individual. The President has urged that all States provide 26 weeks 
of benefits uniformly to all eligible claimants, in order to assure that even in a 
minor business downturn most workers would remain protected by the program 
until they could find other jobs. 

At its most recent meeting in January the Federal Advisory Council on Employ- 
ment Security took action supporting the President’s recommendations on im- 
proving weeklv benefits. The Council recommended that in each State, the 
maximum weekly benefit amount should be equal to at least 60 to 67 percent of 
the State’s average weekly wage. 

Recognizing that these are matters for State rather than Federal action, I 
suggest that you evaluate the protection afforded by the provisions of your State 
law as compared with the goals mentioned above. At the same time, of course, 
you will wish to make sure that qualifying requirements are such as.to assure that 
only workers in fact attached to the labor force are entitled to benefits. 
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The strength of this program is of great interest and concern to the Federal as 
well as to the State governments. It is one of the more important measures 
along with credit and debt management, tax and lending measures, foreign trade, 
farm and public works plans—waich the President referred to in discussing the 
Nation’s economic growth and stability. Unlike some of those mentioned, this 
program is one where vigorous and farseeing State action can do much, directly 
and immediately, to promote the Nation’s economic health. ! should like to lend 
my efforts to help achieve close collaboration between the Federal Government 
and the States in this cooperative effort. 

The Bureau of Employment Security of the Department is furnishing materials 
to the head of your employment security ageney which should be useful in evalu- 
ating the adequacy of the benefits provided under your unemployment insurance 
law. I shall also be pleased to keep you informed from time to time on the 
progress of those measures which tne Preslent is proposing for congressional 
action and other developments pertaining to the employment security program 

Yours very truly, 
/s James P. Mitcuect, 
Secretary of Labor. 


Summary TABLES ON MaximuM WEEKLY BENEFIT AND Duration Provisions 


When benefits were first payable under the State unemployment-insurance 
laws, all States but 3 provided a maximum weekly benefit amount of $15. In 
Illinois and Michigan the maximum was $16; in Wyoming the maximum was $18. 

By the end of 1939, 3 additional States (Alaska, Rhode Island id Utah) had 
increased the maximum to $16 while California, Idaho, and Louisiana raised it to 
$18. The bulk of covered workers (77 percent) were employed in the 42 States 
with a $15 maximum. 

As illustrated in table 1, maximum weekly benefit amounts had been increased 
above the original limits in most States by the close of World War II. By 
December 1945, only 10 States had retained their original $15 maximums while 
19 States, with 45 percent of the Nation’s covered workers, provided for $20 
maximums; 31 percent of covered workers were employed in States with maximums 
ranging from $21 to $25. 

As of the most recent date (December 1953), 42 States with almost 90 percent 
of the covered employment have basic maximums of $25 or more; in 17 of these 
the maximum is $30 or more. 

Table 2 shows the maximum amounts provided as of the close of 1939 and 1953, 
the average weekly wages of covered workers for calendar years 1939 and 1952, 
and the respective ratios. These data indicate that since weekly wages have 
increased at a greater rate than did the maximums the respective ratios have 
declined in each of the States. In 29 States, for example, the present ratio of the 
maximum benefit to average weekly wages is 40-49 percent, and in only 3 States 
is the ratio as great as 50 percent; in 1939 all but 2 States had ratios of 50 percent 
or more: 


Number of States 








Maximum as percent of average weekly wages ! ‘ene Pee nee 
1939 1953 
iis Aa Bh ie] 19 
40 to 49 | 2 29 
50 to 69 ie Pee i 33 3 
PP OE siaiiatnds ntti 16 | 


1 Excludes dependents’ allowances. 


In using these data, it should be noted that the average weekly wage data 
pertain to the wages of all covered workers, including those whose earnings are 
insufficient to entitle them to the maximum weekly benefit. If data were avail- 
able, the comparison would be made on the basis of average weekly earnings for 
those claimants eligible for the maximum. The resulting percentages might be 
somewhat lower. 
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If the States were grouped by their 1953 maximum weekly benefit amounts, it 


is noted that the ratio to weekly wages declines as the maximum declines: 





7 Number o A verage Percent, 
Maximum weekly benefit amount (basic tien weekly maximum to 
v wage weekly wage 
$30 to $35... 17 $70 43 
290 tr £9Q 14 7 39 
$22 to $2 15 67 37 
$2) __ § 63 32 


Increases in the maximum weekly benefit amount provided under State unem- 


ployment insurance laws have been accompanied by a rising proportion of pay- 
ments at the maximum amount. In 1939, for example, roughly one-fourth of all 
payments for total unemployment were issued at the maximum; during 1952 the 
percentage averaged 55 (table 3) and ranged from about 4 percent in North 
Carolina to 85 percent in Alaska. These proportions are somewhat higher if we 
examine data on the number of claimants at the maximum because the data on 
number of weeks compensated are weighted downward by the duration of pay- 
ments made at the lower weekly amounts. Thus, during the most recent period 
available, 58.8 percent of claimants were eligible for maximum weekly benefits 

These percentages are arrayed by size in table 4. Here it is noted that in 16 
States, including a number of highly industrial areas, the ratios exceed 70 percent, 
while in 13 others they range from 60 to 69 percent 

Table 5 contains figures on the hypothetical maximum weekly benefit amount 
at given percentages of average weekly wages. Thus, if the maximum were 
established at, for example, 60 percent of average weekly wages in covered em- 
ployment, it would approximate $33 in Alabama, $71 in Alaska, ete. The 
comparable estimates set at two-thirds of average weekly wages are indicated in 
the last column of this table. 

The increases in weekly wages as compared with those in State maximums are 
shown in table 6. Here, the States are grouped according to the increase in 
average weekly wages from 1939 to 1952 and, within each group, the percentage 
increase in maximum (excluding dependents’ allowances) listed. 

The significant duration provisions of State unemployment insurance laws as 
of the close of 1949 and 1953 are listed in table 7. This summary may be useful 
in the interpretation of the data on claimants exhausting wage credits shown in 
table 8. Data for 1949 and 1950, as well as 1953, were selected for the latter 
table in order to show the effect of changing economic conditions on exhaustion 
ratios among the States. 

fable 9 shows the respective fractions or percentages of wages used in the 
computation for the weekly benefit amount for total unemployment under the 
December 1953, provisions of State laws. 


TasLe 1.—Distribution of number of States and covered employment (1952) by 


bastc maximum weekly benefit amount, December 19389, 1945, and 1958 
2 J ’ ’ 40, 


Dee>-nber 1939 | December 1945 December 1953 
Maximum weekly benefit ae ‘ aoe or 
amount (basic) ! Number Percent of Number Percent of Number | Percent of 
of covered of covered ol | eovered 
States employees States employees States employees 
Total | 51 | 100.0 51 100.0 51 100.0 
$15 42 77.0 10 7.5 
$16 5 12.9 3 2.2 
$18 4 10.1 12 14.2 
$20 19 45.0 5 7.4 
$21 3 23.4 
$22 2 5.9 3 | 3.5 
$23 l 3 
$25 2 1.8 11 19.0 
$26 5 | 8 
$27 | 4| 15.0 
$27.50 1 | 2 
$28 4 3.6 
$30 15 | 43.9 
>) 1 2.2 
$ l 1 





1 Excludes dependents’ allowances 
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TABLE 2. 


covered workers, 1939 and 1953 
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Maximum weekly be nefit amount and ratio to average weekly wages of 








\ im weekly | Average weekly w M um as 
he fit 1ount erea At ‘ i may 
State ~ - 
Decen Decembe December December 
ber 1939 195 1939 oe 1939 19 ys 

t Tota)..... $26. 1 $69. 09 
Alabama....--- . $15 | $22.00 17. 64 s4 85 39.4 
Alaska..-- 16 35. 00 (70 35. 23 119. 08 4 29. 4 (58. 8) 
Arizona 15 20. 00 (26 24. 52 68. 62 61.2 | 29.1 (37.9) 
Arkansas... .-...---. 15 22. 00 15. 98 18.8 3.9 45.0 
California... -.-.- s 25. 00 30. 40 04 9.2 33.3 
Colorado 15 28. 00 (35 24. 79 67. 39 60. 5 41.5 (51. 9) 
Connecticut - - .- 5 30. 00 (45 27. 41 2.81 4.7 $1.2 (61.8) 
Delaware 15 25. 00 27. 02 1. 68 . 5 4.9 
District of Columbia 5 20. 00 25. 74 65. 28 58.3 30. 6 
Florida - -- 15 20. 00 18. 44 1. 89 81.3 35. 2 
Georgia 5 26. 00 17. 65 3. 37 85.0 48.7 
Hawaii 15 00 18. 53 6. 45 80.9 14.3 
Idaho__. is 5. 00 21. 60 63. 48 83.3 | 39 
I}linois___- 16 00 29. 27 76. 33 54.7 | 35.4 
Indiana 5 00 26. 44 73. 07 56. 7 37.0 
lowa 5 00 23. 00 64.0 65. 2 40.6 
Kansas 5 00 22. 62 67.4 66.3 41.5 
Kentucky l 00 21. 29 62.13 0.5 45.1 
Louisiana s 25. 00 20. 56 59. 09 87.5 42.3 
Maine 5 27. 00 20. 28 7.90 74.0 46. 6 
Maryland 15 30. 00 (38 23. 78 61 63. 1 49. 1 (62.1) 
Massachusetts. - 15 25. 00 26. 49 62. 71 ». O 39.9 
Michigan 6 27.00 (35 30. 30 83. 33 2.8 | 32.4 (42.0) 
M inresota 5 30. 00 24. 29 66, 37 61.8 45.2 
Mississippi 5 30. 00 15. 71 17.81 95.5 | 62.7 
Missouri 15 25. 00 25. 02 66. 56 60.0 a7 6B 
Montana 5 23. 00 25. 43 64. 52 59. 0 35.6 
Nebraska 26. 00 23.17 60.9 64.7 42.7 
Nevada 30. 00 (50 26. 87 4 55.8 40.3 (67. 2) 
New Hampshire j 30. 00 20.73 6. 98 72.41 52.7 
New Jersey 5 30. 00 27. 51 +. 36 54.5 40.3 
New Mexico 5 30. 00 21. 48 63. OF 69.8 47.6 
New York 15 30. 00 30. 56 74. 31 49.1 40.4 
North Carolina 15 30.00 17.17 1.90 87.4 | 57.8 
North Dakota 5 26.00 (32 21.8 61. 96 68.7 42.0 (51.6) 
Ohio 5 30.00 (35 27. 92 74. 57 53.7 | 40.2 (46.9) 
Oklahoma. .- 5 28. 00 24.77 66. 51 60.6 42.1 
Oregon Pe 5 25.00 28. 81 13. 47 52 34.0 
Pennsylvania 5 0. 00 25.81 66. 08 8.1 45.4 
Rhode Island 16 25. 00 23. 28 62. 67 68.7 39.9 
South Carolina 1 20. 00 15. 32 18 97.9 36. 2 
South Dakota-- ‘ 15 25. 00 22. 2B 9. 32 67.6 42.1 
rennessee 15 26. 00 19. 58 09 76. 6 45.5 
Texas 20. 00 23.01 65. 47 65. 2 0. 5 
Utah 16 27. 50 23. 92 ( 8 66.9 | 43.3 
Vermont 15 25. 00 22. 29 60. 61 67.3 41.2 
Virginia 5 22. 00 20. 45 2 73.3 38. 4 
Washington - 5 30. 00 26. 96 2 55. 6 41.4 
West Virginia_-.. 30. 00 25. 03 t 9.9 43.9 
Wisconsin ) 3. 00 27. 40 54.7 46. 1 
Wyoming 8 30. 00 (36 23. 42 64. 1 76.9 46.8 (56. 1) 


1 Figures in parentheses represent maximum including dependents’ allo 


the maximum is higher for claimants meeting certain requirements. The 
is the same with or without dependents. Figure not shown for Massacl 
be based on an assumed maximum number of dependents 

2 Rates based on average weekly wages of covered workers for 1952 





Figures in parentheses based on maximums including dependents 


45744—54——7 


snces, except in Colorado where 


Dist of Columbia maximum 
1usetts since it would necessarily 
since 1953 data not yet available. 


allowances 
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TABLE 3.—Proportion of weeks compensated and claimants eligible for the maximum 
weekly benefit amount,' calendar years 1939 and 1952; and 12-month period ending 


Sept. 80, 1958 


State 


Petal. ..cncs ‘ 


Alabama...- 
Alaska_. 
Arizona... 
Arkansas 
California... 
Colorado 
Connecticut 
Delaware 
District of Columbia... 
Florida 
Georgia 
Hawaii 

Idaho 

Illinois 
Indiana 

Iowa 

Kansas 
Kentucky 
Louisiana.. 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
l'exas 

Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 

W yoming 





Proportion of weeks com- 
pensated for total unem- 


ployment at maximum 

weekly benefit amount | 
entatinatbiti 

1939 2 | 1952 


32 


2 26, 
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14 
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71. 


35. 


62. 


s0 


(a 


54. 


52 


64. 
45. 


50 
39. 
68. 


71.8 


O4 
64 


59? 


o2. % 


47 


80. 


(i. 
1d. 


On 
47 


65 
66 
31 
67 
57 
51 


71 
59 
69. 
53 
50 


76 


70.‘ 


76 
36. 
61 
67 


47 


50. 


40 


43. 
49. 


79 


53. ¢ 


26. 


Proportion 
of insured 
claimants 
eligible for 
maximum 
weekly bene- 
fit amount 
12 months 
ending Sept. 
30, 1953 


oy 


58. 


| @ 


55, 
72. 
78. 
43 
72. 
73 
60. 
56. 
69 


5 


41. 
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71 
76. 
67.4 
67 
61.5 
34.5 
64.8 
14.8 
45.6 
78. 6 
85. 4 
26. 6 
16, 
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‘a 
67 
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72 
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76 
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of $16 or $18, therefore, are over 


? Excludes Wisconsin: compar 





1 Excludes dependents’ allowances 
2 Data for 1939 represent payments at ‘‘$15 or more.’ 
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TABLE 4.—States arrayed by percentage of insured claimants eligible for maximum 
weekly benefit, 12-month period ending Sept. 30, 1953} 





State Percent 
1. Michigan__..__- 85.4 
2. Wyoming 79. 2 
3. Massachusetts 78. 6 
4. Arizona._.-..-. 78.3 
5. Montana 77.8 
6. Rhode Island_ 76. 6 
7. Illinois 76.3 
8. South Carolina 75.8 
9. South Dakota 74.3 
10. Colorado 73. 8 
11. North Dakota 72. 6 
12. California 72. 5 
13. Utah 72. 5 
14. New Jersey 72. 2 
15. Alaska 72.0 
16. Idaho 71.9 
17. District of Columbia 69. 2 
18. Ohio 68. 6 
19. Nevada 68. 4 
20. Nebraska 67.6 
21. Indiana 67.4 
22. lowa 67.0 
23. Texas 66. 8 
24. Oklahoma. 65.9 
25. Louisiana 64.8 


1 Represents percentage at basic maximum, excluding 


data not comparable. 


26 


28 
29 


30 


dl. 


i) 
3 


33 
34 


35. 


37. 
38. 
39. 
40. 


41 
42 


43. 


44 


45. 
46. 


47. 
48. 
49. 
5. 


State 


Kansas 
Oregon 
Connecticut 
New Mexic 
Delaware 
Alabama 
Missouri 
Washington 
Pennsylvania 
Florida 
Virginia 

New York 
Hawaii 

Mary 
Vermor 
Arkansas 

West Virginia 
Georgia 
lennessee 
Kentucky 

New Hampshire 
Minnesota 








Mississippi 
Maine 
North Carolina 





lependents allowances 


o 


Percet 
61 
61 
60 


Pwo 
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52 


} 48 

| 48. 
45 
45 

| 44 

| 43. 


41. 
37 


31 
26. 
16. 


14 
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Mazimum weekly be nefit amount, 1939 and 1958, and as estimated at 
percentages of average weekly wages in covered employment, 1952, by 











State 
Maximum weekly benefit Maximum at given per 
centage of average 
amount weekly wages, 19522 
State 
December December f = “ 

1939 1953 0 percent 6/7 percent 
Alabama $15 $22. 60 $33 $37 
Alaska 16 35.00 (70) 71 80 
Arizona 15 20.00 (26) 41 46) 
Arkan 5 22. OO 29 33 
California 8 25. 00 45 50 
Colorado 5 28.00 (35) 4() 45 
Connecticut 5 30.00 (45) 44 49 
Delaware 5 25. 00 43 48 
District of Columbi 5 1 20.00 39 44 
Florida 15 20. 00 34 BS 
Georgia 15 26. 00 32 36 
Hawaii 15 25. 00 34 38 
Idaho 8 25. 00 38 43 
Niinoi 6 00 46 51 
Indiana 5 00 44 49 
lowa 5 26. 00 38 43 
Kansa 5 28. 00 4() 45 
Kentucky J 15 28. 00 s7 42 
Louisiana 8 25.00 a5 10 
Maine 5 27. 00 35 iY 
Maryland 15 30.00 (38) 37 41 
Massachusett 25. 00 38 42 
M ichig 6 27.00 (35) 50 56 
Minnesota 15 0. 00 40) 44 
Mi ipp l 30. 00 29 32 
Missour 15 25. 00 40) 45 
Montana 5 23. 00 39 43 
Nebr 15 26. 00 7 4] 
Nevada 5 30.00 (50) 50 
New Hampshire 5 30. 0O 38 
New Jersey 15 30. 00 50 
New Mexico 15 30. 00 42 
New York 5 0). OO 50 
North Carolina 15 30. 00 35 
North Dakota 15 26.00 (32) 37 42 
Ohio 15 30.00 (35 45 0 
Oklahoma 5 28. 00 40 15 
Oreg 5 25. 00 44 49 
Pennsylvania 15 30. 00 40 44 
Rhode Island 16 25. 00 38 42 
South Carolina 15 20, 00 33 s7 
South Dakota ) 25. 00 36 40) 
rennessee 5 26. 00 34 38 
Texas 5 20. 00 39 44 
Utah 16 27. 50 38 43 
Vermont 15 25. 00 6 41 
Virginia 15 22. 00 34 38 
Wa ul 5 10. 00 44 19 
West Vir 5 0. 00 41 16 
W iscon 15 3. 00 43 48 
W vyomir 8 30. 00 6) ik 43 
} ires in parentheses represent maximum including dependents’ allowances, except in Colorado where 
the h ‘r amount is for claimants meeting additional requirements Che District of Columbia maximum 
the ith or without dependents Figure for highest maximum not shown for Massachusetts since 

t wouk irily be based on an assumed number of dependents 
2 Base iverage weekly wage data for 1952, since 1953 data are not yet available; rounded to nearest 


dollar 
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TABLE 6.- 


Percentage 
incr y 





basic weekly benefit, December 1939-December 1953 


Percentage 
Increase 
in basic 


erage weekly an maximum 
wages weekly 
| benefit 
164.2 . A verage all States 
130 to 139.9 Massachusetts 1 66.7 
140 to 149.9 California 38.9 
New York 100. 0 
150 to 159.9 District of Columbia 33.3 
faryland 1100.0 
Montana 53.3 
Oregon 66. 7 
Pennsylvania 100.0 
160 to 169.9 Connecticut 1100.0 
Delaware 66. 7 
Illinois 68.8 
Missouri 66. 7 
Nebraska 73.3 
Ohio 1100.0 
Oklahoma 86. 7 
Rhode Island 56.3 
South Dakota 66.7 
Utah 71.9 
Washington 100. 0 
Wisconsin. 120.0 
170 to 179.9 Arizona 33.3 
| Colorado 86. 7 
Indiana 80. 0 
Iowa . 73.3 
Michigan. 1 68.8 


1 Exclusive of dependents’ allowances. 


Percentage 
increase av- 


State 
erage weekly oes 
wages 
170 to 179.9- Minnesota 
Nevada 


New Hampshire 


West Virginia 


180 to 189.9 Louisis 


190 to 199.9 Id 
Kansas 
Kentucky 
New Mexico 
Tennessee 
200 to 209.9 ArkKansas_....- 
Florida 


Georgia. 
Hawaii 
Mississippi 
North Carolina 

210 to 219.9 Alabama 

220 and over Alaska 


-Percentage increase in average weekly wages, 1989-52, and in maximum 


Percentage 
increase 
in basic 
maximum 
weekly 
benefit 


1 100.0 
100.0 
100.0 
LUV. U0 
66. 7 
100.0 
66. 7 
38.9 
sv. 0 
1 73.3 

3.3 
46.7 
38.9 
86. 7 
86. 7 
100. 0 
73.3 
46.7 
33.3 
73.3 
66. 7 
100. 0 
100. 0 
46.7 

1118.8 

33.3 
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TABLE 7.—Summary of duration provisions, December 1949 and 1953 


(Duration in 52-week period] 




















December 1949 | December 1953 
an ae ee a f 
| | | & 
| Weeks of | Weeks of z 
State | | benefits | benefits 5 
Proportion of wages in | a a Proportion of wages in iia ee ame a t 
| base period { | | base period | 
Mini-| Maxi- Mini- | Maxi- 
mum |mum mum } mum ; 
- | 7 sai j_ —e _| sineinielgnamemepnaating — 
rr 
Alabama sac oe seu 10 Bin pconebhaneeienne 11+ 20 i 
Alaska SR ‘ meee we ee 12 26 F 
Arizona | Uniform | 12 | 12 | %.. 10 20 
Arkansas. . | 4 a. | 10 16 | Same as 1949__ ae } pis ‘i 
California ‘ 1% : 1112+) 26 | do Snail | é 
Colorado 1% . ; 10 | 2 4 - }210-26 220-26 y 
Connecticut... ae | 164 26 Ly an, wae. oe 26 ' 
Delaware Oe en 111 26 | Same as 1949. cateaeec a eekd tine anoe t 
District of Colum- | 4 aoe 111+) 20 do... eee ae ala cone ' 
bia | i 
Florida 1% $ | 7+ 16 sani ee pad ag = t 
Georgia Uniform : 16 16 | Uniform ; 20 | 20 4 
Hawaii do | 20 20 | Same as 1949_. ions he srelxetans f 
Idaho 40-22 percent i 10 | 2 40-29 percent__. eo 10 | 26 ; 
Illinois | 66-33 percent 1110 26 | 46-32 percent 110 26 } 
Indiana 14 | 16+) 20 Same as 1949 | on 
Iowa 14 ave | 6+1 @ |-.....do : ts | ia 
Kansas Le ‘ | 6+) 20 | do... idk ca | i. 
Kentucky | Uniform 22 | 22 | Uniform 26 26 
Louisiana 14 10 | 20 | Same as 1949-. 
Maine. | Uniform - - 20 20 do =A - . 
Maryland 4 te a sg --| 7+] 26 do-.-- Goaaeen ace wal can 
Massachusetts _- - Delores as 1 15+] 23 | 3fo--- bk cerita i 16 26 
Michigan... -. 34 week of employment 9+; 2 Same as 1949___- 
Minnesota. . -- 47-23 percent --| 14 25 | 41-26 percent : 15 26 . 
Mississippi... Uniform - - -- a ae ae Same as 1949... __- : . ' 
Missouri | 14 in 8 quarters 1+] 20 4 ; “sy “a E 
Montana Uniform 18 18 Uniform 20 | 20 ‘ 
Nebraska 4 18+] 20 Vg } 10 | 20 k 
Nevada 4 10 | 26 Same as 1949_. : 
New Hampshire Uniform |i Zis Uniform 26 26 
New Jersey 14 110 | 26 | 34 weeks ofemployment-._| 13 | 26 f 
New Mexico % 12 20 35 | 12 | 2 Q 
New York Uniform 26 26 Same as 1949__ 
North Carolina do 20 2) Uniform 26 | 26 
North Dakota do 20 | 20 | Same as 1949_- 3 | 
Ohio 24 1124+! 26 1 19+ 26 : 
Oklahoma. . 1g 6+| 22 Same as 1949_- | . 
Oregon 4 | 64 26 14 | 84 26 \ 
Pennsylvania Ko | 9 24 43-34 percent 13 26 ; 
Rhode Island 52-27 percent | 5+ 26 35-27 percent | 16+] 26 
South Carolina Uniform 18 18 Same as 1949__ | : ’ 
South Dakota 48-22 percent 1 6+ 20 36-22 percent | 10 20 
rennessee Uniform 20 20 Uniform 22 22 ' 
Texas 4 15 24 Same as 1949_- § 
Utah ‘ 115 20 (4 115 26 é 
Vermont Uniform 20 20 | Same as 1949__ | 
Virginia \%4 6 16 do | 
Washington 25-31 percent 15 26 do 
West Virginia Uniform 23 23 Uniform 24 | 24 
Wisconsin 24 weeks of employment 94 26+] “Ao weeks of employment-.} 10 26+- 
Wyoming 4 6 20 | 31-26 percent 8 | 26 


1 Minimum applies to claimant with minimum qualifying wage concentrated largely or wholly in high 
quarter and weekly benefit amount above minimum. Larger number of weeks for claimant with minimum 
weekly benefit. Statutory minimum for Alaska, Delaware, Illinois, New Jersey (1949), and Utah. 

? Higher figure applies to claimants who have been employed in Colorado for 5 consecutive calendar 
years with wages in excess of $1,000 per year and no benefits received during period. 

3 If benefit is less than $3 (1949) or $5 (1953), benefits are paid at rate of $3 (1949) or $5 (1953); no qualifying 
wage and no minimum or annual benefits are specified (1953). 

4 Weighted schedule in percentage of average State wage. 
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TABLE 8.—Number of claimants exhausting wage credits and ratio to first payments, 
by State,! calendar years 1949, 











Percent | 


of first 


| payments 


1949 
State | 
| 
Number 
ON: «cg BEE ES 1, 934, 759 
Alabama. 40, 918 
Alask: 2, 677 
Arizona 9, 424 
Arkansas 21, 317 
California } 226, 941 
Colorado 4,377 
Connecticut 54, 338 
Delaware Si 3, 441 
District of Columbia___. | 7, 401 
Florida } 38, 193 
Georgia 37, 004 
Hawaii 5, 055 
Idaho 4,390 
Illinois__.. : | 104, 374 
Indiana 50, 237 
Iowa 9, 943 
Kansas 7, 956 
Kentucky 23, 725 
Louisiana 31, 438 
Maine 14, 185 | 
Maryland 32, 547 
Massachusetts 143, 622 
Michigan oes | 89, 324 
Minnesota 9 20, 181 
Mississippi. - | 14, 838 
Missouri... 34, 223 
Montana-. 4, 269 
Nebraska _ ‘ 2 
Nevada , 556 
New Hampshire 10, 843 | 
New Jersey 87, 586 
New Mexico_- 2, 311 
New York we 183, 811 
North Carolina 35, 179 
North Dakota 766 
Ohio 77, 412 
Oklahoma 19, 364 
Oregon . 25, 055 | 
Pennsylvania ae 162, 345 
Rhode Island 51, 762 
South Carolina 24, 091 
South Dakota s 1,312 
Tennessee. . ‘ cians 46, 608 
Texas... | 35, 857 
= dn ks | 5, 263 | 
Vermont | 4, 209 
Virginia 38, 426 
Washington 25, 368 
West Virginia___._- 20, 396 
Wisconsin - ._. aie | 32, 893 
W yoming.....-- | 1, 776 


Sm DR COQ mC 
nonwore- 


30 


“IAI 


24. 
23 
39 
17 
23.1 
38. 5 
36. 7 


DS: 


on 
OD + GO OO OO et ee 


NDWDAWDOOrwosd 


1950, 


1950 


Number 


l, 


853, 


37, 





40, 


120, 
62, 
23, 
17, 
36, 

6, 


9, 


76, 


221, 


34, 


79, 
21 
28, 
189, 
32, 


21, 


40, 
35, 


34, 
34, 
22, 


29, 


336 





677 





, 265 
, 286 
927 


, 524 


469 


, 667 
, 989 


914 
618 
ON4 
175 
733 
649 


, 388 


799 


(ae 


401 
978 


2, 824 


567 


397 


, 668 


190 
907 
168 
72: 


462 
798 


2, 718 


048 


803 | 


, 535 


477 
832 
046 
442 
441 


3,417 | 


195 


) 


1953 (preliminary) 


Percent 











| 


of first Number 

payments 
30.5 764, 358 
49. 4 18, 824 | 
34.9 3, 090 
44.2 | 2, 455 
39.5 10, 848 
29.0 56, 965 
21.7 1, 809 
34. 6 4, 272 
36.1 | 1, 074 | 
40.2 3, 152 
43.0 19, 954 
47.< 15, 941 
38. 5 
34.6 
22. 2 
33. 6 
34.1 
28.8 
36. 7 
58.9 
29. 5 6, 836 
28. 7 12, 517 
35.3 42, 082 
20.7 | 27, 828 
31.8 | 10, 254 
42.7 11,314 
29. 8 13, 260 
32.1 1, 683 | 
28.0 2, 709 
30.3 777 | 
22. 1 3, 209 
29. 2 36, 393 
25.4 1, 871 
22.4 65, 671 
36. 6 22, 233 
22. 2 1,146 
26. 5 13, 315 
47.7 12, 586 
28.8 13, 746 
37.0 72, 005 
39. 2 14, 335 
46. 5 14, 511 
40.2 907 
39.9 20, 255 
43.8 23, 798 
36. 1 1, 809 
22.7 1,040 | 
41.1 19, 931 
27.6 17, 
25. 8 12, 
34.1 | 21, 455 | 
35. 2 1,190 


Percent 
of first 
payments 
20. 8 
41.4 
19.7 
20.3 
31.3 
16. 2 
22.9 
8.6 
21.1 
29.7 
41.4 
33.8 
19. 5 
20. 7 
16. 6 
28.3 
32. 1 
24.2 
21.7 
41.7 
21.9 
19.2 
27.4 
19.5 
20.9 
34.7 
16.8 
14.8 
21.4 
14.1 
13.2 
18.8 
22.3 
11.9 
21.7 
17.6 
12.5 
38.3 
18.2 
19.7 
28.6 
35. 2 
26.2 
25.7 
36.0 
16. 4 
16.4 
39.1 
17.8 
18.8 
33.2 
28.6 


1 Exhaustions for calendar year as percent of first payments for 12-month period ending in September, 
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TABLE 9.—Con putation of weekly be nefit amount 


Fraction of high-quarter wages unless otherwise indicated ! 


ent of annual wages, plus 20 percent weekly benefit amount for 
lent up to weekly benefit amount 
s $2 for each dependent up to $6 








( 

( 

Connecticut 6, plus $3 for each dependent up to 4% weekly benefit amount 
Del l 

I 

I 


of Columt 463, plus $1 for each dependent up to $%.? 


Kansa 1p to 50 percent of State average weekly wage but not more than $28 

Kentuck 2.6 to 1.2 percent of annual wages 

Main 2.0 to 0.9 percent of annual wage 

plus $2 for each endent up to $8 

, Plus $2 for each endent but total may not exceed average weekly wage 

Michigan 67 to 53 percent of average weekly wage, plus $1 or $2 per dependent, by schedule 
Sit SS 

Minnesota 2.6 to 1.0 percent of annual wages 

Missis bog 

Missour i 

Montana los to os. 

Nebraska 16, to 1 

Nevada 165, plus $3 for 1 dependent and $5 for each additional dependent up to $20 but 
total may not exceed 6 percent of high-quarter wages 

New Hampshire 2.2 to 1.2 percent of annual wages 

New Jersey... ; of average weekly 

New Mexico 156 

New York 67 to 52 percent of average weekly wage 

North Carolina 2.4 to 1.0 percent of annual wages 

North Dakota 144, plus $1 or $2 per dependent, by schedule $2 to $6 

Obio 7 to 145, plus $2.50 for each dependent up to $5 

Oklahoma log 

Oregon +.4 to 1.4 percent of annua) wages 

Pennsylvania los 

Rhode Island 16 

South Carolina log 

South Dakota 1 

Tennessee 1 

Texas ! 

Utah Loo 

Vermont lis to 46 (effective Apr. 4, 1954, 442 to We 

Virginia 15 

Washington 1.5 to 1.2 percent of annual wages 

West Virginia 1.8 to 1.0 percent of annual wages 

Wisconsin 69 to 51 percent of average weekly wage 

Wyoming bo, to 445, plus $3 for each dependent up to $6 but total may not exceed 8 percent 
of high-quarter wage 


> 











wage 


When State uses a weighted high-quarter formula, annual-wage formula, or average-weekly-wage for- 
mula, approximate fractions or percentages are taken at midpoint of lowest and highest normal wage 
brackets When dependents’ allowances are provided, the fraction applies to the basic benefit amount 

2 When 2 amounts are given, higher includes dependents’ allowances except in Colorado where higher 
amount includes 25 percent additional for claimants employed in Colorado by covered employers for 5 con 
secutive calendar years with wages in excess of $1,000 per year and no benefits received; duration for such 
claimants is increased to 26 weeks. Higher figure for minimum weekly benefit amount includes maximum 
allowance for | dependent at minimum weekly amount In the District of Columbia same maximum with 
or without dependents. Maximum augmented payment to individuals with dependents not shown for 
Massachusetts since any figure presented would be based on an assumed maximum number of dependents 


Mr. Carry. May I depend on the weaker sex to carry on? My 
voice seems to be giving out. 

Mrs. Exuicxson. The Federal Advisory Council to the Bureau of 
Employment Security recommended in January that ‘‘as expeditiously 
as possible the maximum weekly benefit in each State be raised to 
an amount not less than three-fifths to two-thirds of average weekly 
earnings in covered employment.” The public members joined with 
the labor members in supporting this resolution. 
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I should like to emphasize that these public members are distin- 
guished public citizens. Among them are college professors or officials 
from such universities as Columbia, Princeton, Cornell, the University 
of Michigan, and the University of California. Others represent 
veterans’ organizations, B’nai B’rith, and similar responsible groups. 
Any position taken by the Federal Advisory Council thus deserves 
careful consideration. 

Prof. Richard Lester of Princeton University has prepared a 
statement in support of this resolution of the Federal Advisory 
Council. While we have a copy of it, we do not feel at liberty to give 
it publicity since it has not yet been made available by the Depart- 
ment of Labor. We therefore suggest that your committee ask for 
a copy, which we should like to see incorporated in the record of 
hearmgs. We believe Professor Lester’s analysis is valuable even 
though it naturally reflects his viewpoint rather than that of the CLO. 

He points out how maximum benefits have lagged behind average 
weekly wages and that States have used relatively low-benefit ceilings 
to reduce employer tax rates far below the average originally con- 
templated. 

The CHarrMAn. Who has custody of this statement? 

Mr. Murray. Senator, the Department of Labor has. It will 
come out in the President’s Advisory Council minutes in a week or 
two and we could make available a copy to the committee. 

The CHarrMan. Please make it available and I suggest that you 
expedite it, because a week from now is a long time. 

Mrs. Exiticxson. May we have it put in the record at this point, 
since it has a great deal of valuable material? 

The CuarrmMan. Yes. 

(The document referred to follows.) 


STATEMENT IN ScupporRT OF RESOLUTION ON BENEFIT CEILINGS ADOPTED BY 
THE FEDERAL ADVISORY COUNCIL ON EMPLOYMENT SECURITY ON JANUARY 26, 
1954 


The primary purpose of unemployment insurance is to provide short-term 
protection to workers against the risk of unemployment. That protection is a 
fraction of the beneficiary’s normal earnings in order to maintain work incentives 
and to provide protection related to normal living standards and requirements 
for nondeferrable living costs. 

Benefit ceilings were originally designed as a means of helping to conserve 
limited benefit funds and to avoid having weekly benefit payments too high 
relative to average hourly earnings in covered employment. 

A. When the State laws were originally enacted in the 1930’s, benefit ceilings 
of at least two-thirds of average weekly wages were adopted in most States, and 
it was intended that only a small fraction of all benefit payments would be 
restricted by the benefit ceilings. That position was taken despite the assumption 
of quite limited funds for benefit payments and a State tax rate of 2.7 percent of 
payrolls in the early years prior to 1941. 

Practically all State laws were enacted in 1936 and contained $15 benefit 
ceilings. Data for average weekly earnings in covered employment are not avail- 
able for 1936, but, from such statistics as earnings in manufacturing and other 
industries, can be estimated to have been approximately $23 a week. Thus, 
the benefit ceilings in the State laws were generally about 65 percent of the average 
of weekly earnings of covered workers. 

Full statistical data are available beginning with the year 1939 when most 
States commenced benefit payments. Those data show that in 45 States the 
benefit ceilings were 60 to 98 percent of average weekly earnings in covered 
employment in December 1939 (see table 1). In December 1939, a total of 22 
States had benefit ceilings exceeding 66 percent of average weekly earnings. If 
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allowance is made for the fact that average weekly earnings in manufacturing 
were 16 percent higher in December 1939 than for the year 1936, it seems safe 
to say that in 1936 the benefit ceilings in all States were at least 60 percent, and 
in most States exceeded 66 percent, of weekly earnings in covered employment. 
A simple average of the ratio of ceilings to average weekly earnings for all 51 
State laws in table 1 gives a figure of 67 percent for December 1939. 

Because benefit ceilings averaged 67 percent of wages in 1939, less than 25 
ee of all weeks of total unemployment were compensated at the benefit 
ceiling figure in that year.! 

B. After the outbreak of World War II, benefit ceilings were not raised in line 
with inflationary developments including average weekly earnings. Consequently, 
such ceilings have been cutting off an increasing proportion of benefit payments 
In recent years about three-fifths of all claimants have been eligible for the ceiling 
amounts; for them the benefits are a flat rate rather than being graduated accord- 
ing to differentials in normal earnings, which was the original intent and is the 
only justifiable principle to apply under American conditions. 

Ave ‘rage weekly wages in covered employment in this country tripled between 
1936 and 1953. During the same period, benefit ceilings, on the average, did not 
even double; 30 State laws in 1953 had ceilings including dependents’ allowances 
that were under $30 a week or not twice their 1936 ceilings. Whereas in December 
1939, all but 3 States had benefit ceilings between 60 and 98 percent of average 
weekly earnings in covered employment, by December 1953 all but 3 States had 
basic benefit ceilings between 29 and 49 percent of average weekly earnings in 


covered employment (see table 1). Ten States add dependents’ allowance onto 
the basic benefit ceiling, yet the combination of the basic ceiling and the maximum 
dependents’ allowance in those States averaged only 53 percent of the average 


weekly wages of covered workers in December of last year.? 

Whereas a simple average of the ratio of ceilings to average weekly earnings for 
all 51 State laws yields a figure of 67 percent for December 1939, the figure for 
December 1953 is only 41 percent for basic ceilings and 44 percent if one includes 
also the maximum dependents’ allowance. In other words, wages in covered 
employment have increasingly been outdistancing benefit ceilings, which have 
lagged behind until they now represent only about two-fifths of average weekly 

“arnings compared with a figure of two-thirds of such earnings in the 1930’s. 

Moreover, by December 1953, the variation between states had become 
especially marked. Last December, 4 States had benefit ceilings (including 
dependents’ allowances) between 60 and 67 percent of the state’s average earn- 
ings—the recommended standard—yet, on the other hand, 6 States had benefit 
ceilings only 30 to 35 percent of their average weekly earnings in covered employ- 
ment. 

The results in terms of depressed benefits are evidert. Whereas in 1939 only 
26.8 percent of all weeks of total unemployment were compensated at the States’ 
basic benefit ceilings, in 1952 over 55 percent of all weeks of total unemployment 
were paid at such ceiling amounts (see table 2). And 59 percent (almost three- 
fifths) of all insured claimants were eligible for the maximum weekly benefit 
amo. nt during the 12-month period ending September 30, 1953. The figure for 
the calendar year of 1952 was 60 percent, or three-fifths of all claimants confined 
to the ceiling figures 

C. Analysis of the various changes that have occurred during the past 15 years 
provides no justification for abandoning the standards for benefit ceilings in terms 
of weekly earnings that were established in 1936. The arguments for lower 
standards for benefit ceilings now are gererally either untenable or inapplicable 

1. It is said that proportionately lower benefit ceilings are justified because 
the hours of work and premium overtime are greater now than in 1936. Statistics 
fail to bear out that contention. Average weekly hours ir manufacturing were 
39 for the year 1936 and 41 for December of that vear. For the last quarter of 
1! 53 they were also about 39, with the December 1953 figure corsiderably below 
that for the corresponding month in 1936 when a number of State !aws were. 
enacted. 

2. It is claimed that the higher Federal income taxes prevailing in 1954 make 
a difference since wage income is taxed to reduce take-home pay while benefits 





' See table 2 where the figure is 25.8 percent of all payments at $15 or more for total unemployment. 
5 States with 13 percent of covered employees under the 51 laws had a $16 ceiling and 4 States with 10 percent 
of all covered employees had an $18 ceiling in 1939. If allowance is made for the ceilings above $15 in 23 
P2rcent of the coverage, the figure for those compensated at the ceiling would be well below 25 percent. 

2 Really the average for 9 States because a ratio for Massachusetts cannot be calculated since no limit is 
placed on the number of dependents for whom the allowance per dependent can be claimed. 
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are untaxed and are based on wages before taxes. That argument obviously is 
directed at the formula for calculating benefits and not at the ceilings, and it 
overlooks the fact that fringe benefits have increased in recent years until now, for 
most wage earners, they probably equal or exceed Federal income taxes. Unem- 
ployed workers lose various fringe benefits or have those benefits reduced by unem- 
loyment. That may be true of Federal old-age and survivors’ insurance, of 
10spital and sickness and accident protection, of vacation rights, and of other 
fringe items. The extent of loss of fringe benefits generally depends on how long 
the layoff continues and whether the worker is or is not subsequently reemployed 
by the same firm. Whether unemployed workers generally lose more in fringe 
benefits than they gain from avoidance of income taxes or vice versa is difficult 
to determine and will depend on the individual circumstances. By and large, 
these two factors probably balance each other out, and fringe benefits undoubtedly 
will increase relative to Federal income taxes in the near future. 


3. The incentive argument for low benefit ceilings confuses the formula for 
calculating benefits with the ceiling that applies to but part of all benefit pay- 
ments. Benefit minimums and formulas may favor low-wage earners in terms of 
normal earnings. In Michigan, for example, the worker who receives weekly 


wages up to $30 receives unemployment benefits amounting to 90 percent or more 
of his wages when employed. The relatively low benefit ceilings in Michigan, 
however, have nothing to do with that, for they have he - . to keep Michigan’s 
average weekly benefit for total « mplo} ment at about one-third of average weekly 
wages in covered employment there during recent years. 

4. Completely fallacious is the argument that benefit ceilings should bear a 
fixed relationship to or be geared to the cost of living rather than to weekly earn- 
ings. Persons who become unemployed in 1954 should have applied to them 
benefit ceilings that are appropriate for the standard of living now and not ceil- 
ings appropriate for 1936 when workers’ real earnings were not much more than 
half current levels. 

D. Employer contributions have been reduced to one-third the burden in the 
1930’s, while ceilings have made weekly benefits a decreasing percentage of the 
weekly wage loss from unemployment. States have used relatively low benefit 
ceilings to reduce employer tax rates far below the average originally contemplated; 
some States have been especially guilty of thus perverting the purposes of unem-~- 
ployment insurance. 

The unemployment insurance program started out on the expectation of normal 
State tax rate of around 2.7 percent of covered payroll, and that was the average 
rate in most States during the first 6 vears of the program. High levels of employ- 
ment and relatively low-benefit ceilings in the postwar period have, however, 
permitted reduction of the average employer contribution rate to between 1.24 
percent and 1.64 percent in the years since 1945. In addition, in 1936 the em- 
ployer tax was on total payrolls, and the 1939 limit, making the first $3,000 of 
wages the tax base, still continues, however, since 1939, weekly earnings have 
tripled. If allowance is made for these facts, the tax burden on employers now 
is only about one-third that originally projected, and it is especially light for the 
higher-wage firms whose laidoff workers suffer most from benefit ceilings. 

While employer contributions were reduced by two-thirds, average weekly 
benefits declined relatively from 43 percent of average weekly wages in covered 
employment in 1938 to 33 percent in 1953, and the proportion of workers whose 
benefits were depressed by benefit ceilings rose from less than one-quarter to over 
one-half of the compensated weeks of total unemployment. Conseauently, 
rough calculations indicate that probably not more than 25 percent of the wage 
loss caused by unemployment of covered workers is compensated for by unem- 
ployment benefits under the State laws. 
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Some States have been particularly prone to reduce employer contribution 
rates at the expense of adequate benefit ceilings. The contrast between neighbor- 
ing States in this regard is indicated for selected States in the following table. 


Ceiling as A verage 
Benefit percent of employer 
e ceiling, average contribution 
tate December |weekly wage, jrate, 1947-53! 
1953 | December (percent of 
1953 } payroll 
Delaware pacouas : ee . $25 | 34.9 0. 63 
Maryland i 230 | 249.1 | 1.01 
District of Columbia-- 3 20 30. 6 . 61 
Virginia 22 38. 4 . 82 
Kentucky ~ 28 45.1 1. 67 
Florida 20 35. 2 91 
Georgia. ; 26 48.7 1. 21 
Texas 20 30. 5 73 
Mississippi... 30 62. 7 1, 58 


1 Staff’s estimated rates for 1953 were used for last year of the period. 
? $38 with dependents—62.1 percent 


The contrast between Maryland (which meets the recommended ceiling stand- 
ard) and Delaware and the District of Columbia, or between Mis:issippi (whose 
ceiling fits the recommendation) and Texas, is especially marked. Texas, Dela- 
ware, and the District of Columbia have maintained low contribution rates partly 
through perversion of the program. The same is true of Virginia and Florida. 

Klevating benefit ceilings to the standard met by all States in 1936 would correct 
for the inflationary developments during the past dozen years. Four States 
(Connecticut, Maryland, Mississippi, and Nevada) now fulfill the reeommenda- 
tion. Inthe other States the cost of adjusting benefit ceilings to the 1936 standard 
will vary with the extent to which the individual State has lagged behind and has 
used depressed ceilings to gain the advantages of low-contribution rates. Such 
correction of State benefit ceilings is necessary if the program is to accomplish its 
objectives 

Submitted by Richard A. Lester, public member. 
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TABLE ].—Mazrimum weekly benefit amount and ratio to average weekly wages of 
covered workers, 1989 and 1958 
Maximum weekly Average weekly wag Maximum vercent 
benefit amount cove | f wee wag 
State 
Decem-| December ; Decem he Decem he 
ber 1939, 1953 — — 1939 i9 
Total $26. 1 $69. 09 

Alabama $15 $22. 0 17. 64 R4 85.0 30.4 
Alaska lt 55. OO (71 35. 23 119. OS $5.4 2U. 4 Ss. 5 
Arizona 15 20). OO (2t 24. 52 68. 62 61.2 29. 1 (37.9 
Arkansas 15 22. 00 15. 98 {8.8 13.9 15.0 
California 18 25. 00 $0. 40 7 i 9 53 
Colorado 15 28.00 (35 24.79 f ) ( { 1.9 
Connecticut 15 30. OO (45 27. 41 12.8 4.7 41.2 (61.8 
Delaware 15 25. 00 27. 02 6S ) 34 
District of Columbia 15 20. 00 9 t f s s 3 
Florida - -- l 20. 00 iS. 44 SU $1.3 35. 2 
Georgia 5 26. 00 ; x 48.7 
Hawai | 25. 00 18. 53 6.4 80.9 44 
Idaho 18 25. Of 21. 60 63. 48 83.3 | 39.4 
Ilinoi f 27. 00 29. 27 6.3 4.7 35. 4 
Indiana ] 27. 00 26. 44 i 06. 7 37.0 
low 0 2 { ) 4(). ¢ 
Kan l 28. 00 22. 62 i 1 
Kentucky I 28. ( ’ 4 
Louisiana 18 2 2 t } ‘ 12.3 
Maine ] 27.0 é ‘ ; it 
Maryland | 5 as 2 8 49.1 (62.1 


M sachusett l 2 6. 49 











2 f j 39.9 
M ichigan lt 27.0 5 ; s Ss 32. 4 (42. 0) 
Minnesota 30. 00 24. 29 6 61.8 | 45.2 
Mississippi 1 $0. 0 l | 47.§ 95.5 62.7 
Missouri I 25. 00 25. 02 ( ( 0.0 37.6 
Montana I 20 2.4 64. 52 35.6 
Nebraska I 2t 2 ( 4.7 42.7 
Nevada l M ( 26.8 74.3 8 40.3 (67.2 
New Hampshire 15 MO). Of 2 6. US 2.4 52.7 
New Jersey l 50. O01 2 l 7A. 3é 4.5 10.3 
New Mexico 1 30. 00 21.48 ( 8 47.6 
New York l 0. 00 0.5 t 419. 1 40.4 
North Carolina l 0). Of 17.17 K 87.4 7.8 
North Dakota l 26. 00 (32 21.8 O1. Yt 68. 7 42.0 (51.6 
Ohio 0.00 27. 92 4 7 40.2 (46.9 
Oklahoma I 25. 24.7 bt l 60.6 42.1 
Orego1 1 25. UO 25. 81 47 2. 1 34.0 
Pennsylvania l 30. OO 20.5 5 8.1 45.4 
Rhode Island 16 25. 00 23. 28 62 68.7 39.9 
South Carolina 1 20. 00 1 52 s 17.9 36.2 
South Dakota l ) 22. 2 2 67.6 42.1 
Tennessee l 26. 00 19. 58 19 6.6 45.5 
Texa 1 20.00 23. ( 65. 4 65.2 ¥( 
Utah 16 27. 5 23. 92 ( 8 66.9 43.3 
Vermont 1 25. 00 22. 29 0). 61 67.3 41.2 
Virginia 22. 00 20. 4 2 } 38.4 
Washington l OU 2b. Yt 72. 52 t 41.4 
West Virginia ) 30. 00 25. ( 68 9.9 13.9 
W isc l " 97. 4 1.7 16. 1 
W yoming 18 10.00 (3 23. 42 1.1 76.9 16.8 (56.1 
Figures in parentheses represent Maxi 1! neluding dependent , I g ept in Colorado where 
1aximum is higher for clair ( juir ) Columbia 1 
sme with or without dep Figure hown for M 1 youl eSSal 
1 on an assumed maximum number of dependent 
tes based on average weekly wages of co 1 worker r 1952 si 1953 data 1 yet ava 
1 parentheses based l bX id lepend 
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TABLE 2 
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Proportion of weeks compensated and claimants eligible for the maximum 


weekly benefit amount,' calendar years 1939 and 1952; and 12-month period ending 


Sept. 30, 1953 


State 





Total 


Alabama.. 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia... 
Florida 
Georgia 
Hawaii 

Idaho 

Illinois 
Indiana 
Iowa... 
Kansas 
Kentucky 
Louisiana.. 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 

M issouri 
Montana 
Nebraska 
Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohi 
OKinOoMnsa 
Oregon 

Penr lvania 
Rhode Island 
south Caroll 
South Dakot 
‘Tennesset 
l'exas 

Utah 

Fanumaans 
Virginia 
Washington 
West Virginia 
W isconsi 

W y 


Exclude ependents’ allowances 
2 Dataf l /represent payments a 


of $16 or $18, therefore, are oversta 


omparabl 


rcentages shown 


Proportion of weeks com- 
pensated for total unem- 


ployment at maximum | 
weekly benefit amount | 


1939 2 1952 
| 
| 
25.8 55.4 | 
6.8 51.2 | 
284.5 84.6 | 
32.4 71.0 | 
6.2 | 35.9 
226.0 62.6 | 
25.7 72.6 | 
17 v 54. 5 | 
13.7 52.9 | 
14.7 64. 2 | 
- 13.5 45.8 
5.0 50.2 
10.8 39.7 
229.0 68. 5 
247.8 71.5 | 
31.1 64.0 | 
15.4 64.7 
28.3 53.3 | 
8.4 26.0 | 
212.6 52.9 
6.1 7.8 | 
15,4 47.6 | 
20. 6 80.7 
2 53.1 77.7 
22. 7 18. 5 | 
4.2 25. 9 
14.8 47.1 | 
28. 4 74. 1 | 
12. 1 65.1 | 
5. 8 | 66. 6 
10. 4 | 31.6 
21.6 67.1 
23.6 57.7 
3.4 51.9 
2.2 3.8 
17 71.6 
18. 6 0.5 
27.2 69.8 
4), 2 53.9 
10.7 50 
216.8 76.8 
~ 70 2 
13.9 76.0 
6.0 36.7 
18. 4 61.9 
25.3 67.7 
13.5 47.4 
8.0 KO. 5 
> 40.9 
9.4 43.2 
16.7 1 
02.9 79. 1 


Proportion 


of insured 
claimants 


eligible for 
maximum 


weekly bene- 


fit amount 


12 months 


ending Sept. 


30, 1953 


3 58. 





& 


55. 
72. 
78. 
43. 
72. 


73. 


60. 
56. 
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w the 9 States in the maximums 


Mrs. Evticxson. Another recent expression of the need for higher 
Federal standards came from the 20th National Conference on Labor 
Presumably this resolution is 
already in your committee’s possession, as the national conference 


Legislation at the end of February. 


requested 


The CHarrMAN. Mrs. Springer, may we have a copy of that? 
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Mrs. Exvizasetu B. Sprincer (clerk). Yes, sir. 
Mrs. Evuiicxson. We have a copy here. 

The CHarrRMAN. Present it for the record. 

(The document referred to follows:) 


20TH NATIONAL CONFERENCE ON LABOR LEGISLATION—REPORT OF THE 
RESOLUTIONS COMMITTEF 


The 20th National Conference on Labor Lezislation is as dedicated as are the 
President and tie Secretary of Labor to the maintenance of a healthy and pros- 
perous economy. The conference commands and supports the steps they have 
proposed “to protect and maintain economic stability” at a high level. 

Governors’ delegates from State labor departments and organized labor in 41 
States and Territories bring to this problem an unparalleled collective experience 
with the employment conditions of millions of American wage earners, a major 
segment of the population whose well-being is essential to economic health and 
prosperity. 

At this critical time, this conference reemphasizes certain basic truths under 
which this Republic has become a great industrial nation. That labor is not a 
commodity, that free collective bargaining best promotes the climate of industrial 
harmony in which free enterprise and free labor advance the standard of living, 
that the best antidote to the prospect of a recession is to place increased purchasing 
power in the hands of all American citizens so that they may buy the products of 
industry and keep the wheels of business turning. 

No better means of expanding purchasing power exists than the enactment and 
vigorous enforcement of sound labor standards. The conference therefore strongly 
reaffirms its support of a floor under wages, raising of child labor standards to 
guarantee suitable job standards for the Nation’s youth and to prevent child-labor 
competition with rightful employment for adult workers and heads of families, 
sound standards of industrial safety and healtn, of workmen’s compensation and 
unemployment insurance, and better wages and working conditions for migrant 
labor. We commend President Eisenhower for his awareness of the deteriorating 
employment situation throughout the country and his eagerness to remedy it by 
such means as are at the command of the Government. We commend par- 
ticularly his proposals for an expanded public works program to provide employ- 
ment and increased business activities and we urge the Congress to provide 
necessary appropriations immediately to carry out the President’s purpose. 

In harmony with these reaffirmations, the conference discussed the common 
and current problems of wage earners and makes the following recommendations: 

(1) Unemployment is a problem rational in character and is currently increas- 
ing. There has been a tendency over the past several years to weaken and under- 
mine Federal participation in, and influence over the present Federal-State 
program of unemployment compensation. Funds presently appropriated and 
available for administration of State unemployment compensation laws are 
inadequate and have resulted in delaying payment of benefits by biweekly instead 
of weekly reporting. Increases in the load of initial and continued claims for 
benefits have resulted in a mourting backlog of cases ard delays in payment: 
Therefore be it 

Resolved, That this conference endorse the request made to the Congress for 
a supplemental appropriation of $18 million needed to reestablish weekly report- 
ing, keep current the claims load and meet obligatiors for wage and salary adjust- 
ments incurred by the State administrators; and be it further 

Resolved, That the conference oppose the adoption of H. R. 5173 in its present 
form and support amendments thereto which would (a) provide for grants to 
distressed States instead of loans and (6b) eliminate automatic distribi-tion of 
earmarked funds and, in lieu thereof, establish an adeqvate contingeney fund for 
administrative purposes which may be allocated to the several States by the 
Secretary of Labor on the basis of demonstrated need in comormity with the 
standards in the Social Security Act; and be tt finally 

Resolved, That this conference respectf lly advise the Secretary of Labor that, 
in its judgment, if H. R. 5173 were amended as herein proposed it would strengthen 
the unemployment compensation program rather than weaken it as the present 
bill would do, and request that the Secretary transmit this resolution to the 
appropriate committees of the Congress. 

(2) State unemployment benefits have failed to keep pace with rising living 
costs and wage levels. When first paid under the program, unemployment 
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benefits averaged from three-fifths to two-thirds of average weekly wages paid in 
covered employments, whereas they now average only about two-fifths of such 
wages At present from two-thirds to nine-tenths of weekly benefit payments 
are at the maximum. The impact of sharply rising unemployment is now more 
severe because a large proportion of workers exhaust their rights before being 
reemployed, demonstrating the unrealistic character of maximum duration 
periods. The present unemployment compensation program does not effectively 
sustain purchasing power because nearly 3'% million wage earners are excluded 
from State benefits since they work in small firms not covered by the system: 
Therefore be it 

Resolved, That this conference support amendments to the Social Security Act 
to provide for the addition of the following Federal standards required of each 
State: (a) maximum benefit amounts shall not be less than two-thirds of the 
average weekly wage in covered employment; (b) duration of the period in which 
benefits shall be payable to eligible unemployed workers shall not be less than 
26 weeks; (c) all employment by employers of one or more employees shall be 
covered; and be it further 

Resolved, That the conference respectfully ask the Secretary of Labor to request 
of the Congress the enactment of such additional Federal standards. 

3) Like unemployment insurance, State workmen’s compensation benefits 
have so failed to keep pace with higher wages and living costs that injured workers 
are generally compensated for less than one-third their wage loss. Seventeen 





States still limit the amount of medical aid or the period of time during which 
such aid shall be rendered or both. New methods have been developed for 
rehabilitating injured workers but are not being fully utilized because many 
workmen’s compensation laws do not specifically provide for such rehabilitation 


and lack other types of prote ction Therefore, be it 

Resolved, That this conference urge all States to increase the maximum weekly 
benefits to at least two-thirds of the average weeklv earnings: to provide full 
medical aid, including rehabilitation: to establish rehabilitation divisions within 
the workmen’s compensation agency to promote fuller utilization of existing State 
and private rehabilitation agencies for the benefit of injured workers; and to 
strengthen other major provisions of law including those relating to coverage of 
occupational diseases, second-injury funds, and procedures for facilitating prompt 
payment of compensation. 
1) Lack of uniformity in reporting and tabulating data on the causes, inci- 
dence 1 severity of occupational diseases impedes adequate prevention and 
trol: Therefore be it 

Resolved, That this conference urge the several States to take necessary steps 
to improve uniformity in reporting and to cooperate with statistical committees 
of the International Association of Industrial Accident Boards and Commissions, 
the International Association of Governmental Labor Officials, the Division of 
Occupational Health of the United States Public Health Service, and the Bureau 
of Labor Statistics of the United States Department of Labor in the development 
of adequate reporting, tabulation, and analysis of occupational disease data 
5) So-called right-to-work laws already enacted in some States 
before the legislatures of others, curb individual freedom, infringe the rights of 
emplovers and employees to establish conditions of employment through free 
collective bargaining, and are contrary to the expressed desires of workingmen 
and women as demor strated by the results of “union securitv’”’ elections: There- 
fore be it 

Resolved, That the conference urge all State legislative bodies to repeal or defeat 
these antilabor laws: and be it further 


olved Chat the conference urge all States to recognize the rig 











and pending 








ht of American 
orkers to engage in concerted activities for mutual aid and prot ction and to 
argain collectivelv through representatives of their own choosing 





6) The conference reaffirms the Nation’s interest in the rigorous enforcement 
1 


if child-labor legislation both Federal and State We recommend this particu- 
larly at this time when, because of rising unemployment, the exploitation of child 
labor becomes a more dangerous threat to the job opportunities and job security 
of American adult workers. We urge a more effective regulation of youth employ- 
ment in bowling alleys and the extension wherever possible of the 16-year mini- 
mum age for youth We ask that the State look seriously into the hazardous em- 
ployment of children on farms which are operated today with increasing degrees 
of mechanization. Werecommend to States where increasing amounts of migrant 


labor are employed on farms that the h 
be given increasing attention. 


th, welfare, and education of children 
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7) Meeting the problems of migratory agricultural workers and their families 
requires the understanding and active support of labor, growers, Government, and 
the general public. The conference notes with gratification the recognition of 
the President of the United States in his message to the Congress on the need for 
a cooperative Federal-State approach to the solution of these problems: There- 
fore be it 

Resolved, That State labor departments in cooperation with the United States 
Department of Labor assume leadership in promoting public understanding of the 
needs of migratory agricultural workers and take responsibility for developing and 
supporting programs to meet these needs; and be it 

Resolved, That to this end, the conference requests the assistance of the Bureau 
of Labor Standards of the United States Department of Labor, in arranging re 
gional conferences of labor commissioners and others seeking solutions of this 
problem; and be it 

Resolved, That the rights and standards of American workers on the farms of 
the Nation be protected against the unfair use of immigrant labor. It is reeom- 
mended that public hearings be provided for all interested parties by the Federal- 
State employment service when determining the adequacy of the local labor supply 
and the wages and working conditions under which immigrant labor shall be 
imported; and be it further 

Resolved, That employe rs should not be pern itted to emplov imported labor 
without first making available to American citizens the jobs they offer to aliens, 
that the border patrol of the Immigration Service be strengthened by additional 





funds and personnel in order to enforce adequately the laws of this country relat 
ing to immigration, that penalties be applied to employers who knowingly hire 
and employ immigrant labor entering the country illegally, that International 
issues governing the importation of labor from foreign countr be handled through 


friendly negotiations between the interested governments and not through uni- 
lateral action by the United States as presently contemplated in House Joint 
Resolution 355 

(8) And finally, the conference reaffirms its conviction that all functions of 
government on both national and State levels relating to wage-earners should be 
lodged in one ageney respectively, namely In the United States and State depart- 
ments of labor. Appropriations for adequate enforcement and administration 
of the large body of labor law and services have been continuously curtailed for 
both Federal and State labor departments in the face of expanding needs; therefore 
be it 

Resolved, That this conference vigorously support increased appropriations for 
the Federal and all State departments of labor. 


RESOLUTION 
Whereas the employment of Canadians in the woods of northern New York 
and New England has deprived American workers of employment opportunities 

Whereas the importation of these Canadian workers has been increasing; 

Whereas these Canadians are employed not only as choppers and cutters in the 
woods but also for such skilled jobs as blacksmiths, bulldozer operators, cooks, 
crane operators, and truckdrivers: Therefore be it 

Resolved by this 20th National Conference on Labor Le rislation That tl 
actions be taken to correct this serious condition: 

1. [Importation of Canadian workers must be confined to the minimum number 
necessary for the particular work 

2. Canadians must not be employed for skilled jobs for which American workers 
can readily be recruited; 

3. Canadian workers must be paid at the rates generally prevailing in the United 
States for the type of work they are performing; 

1. Additional safeguards must be provided to protect the rights and standards 
all interested parties can testify regarding the number of Canadian workers 
required for employment in a particular area and if an actual need is established 
the wages and working conditions under which Canadians should be imported: 
Be it 

Resolved, That this conference commend Secretary of Labor Mitchell for his 
proposals that Congress increase the Federal minimum wage above 75 cents an 
hour and that coverage of the law be expanded to millions of interst 
not now covered; and be it further 


of American workers. In particular, public hearings must be provided at which 








te workers 
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Resolved, That the States be urged to enact comprehensive wage-hour laws 
with standards at least equal to those of the Federal law: Be it further 

Resolved, That the Federal minimum wage be increased as soon as possible to 
$1.25 an hour. 

Whereas it has long been recognized by this conference that programs of labor 
statistics are very useful in the conduct of the functions of State departments of 
labor; 

Whereas it is recognized that the economic well-being of the Nation is dependent 
upon the progress and security of the wage-earners and that the basic facts con- 
cerning wage-earners and their economic status are essential for proper measure- 
ment of their progress and prosperity and that such information is basie to the 
formulation of labor and social legislation and for assisting both management and 
labor in peaceful collective bargaining and in the settlement of disputes; 

Whereas it has been demonstrated to this conference through the discussion 
of experiences of representative State departments of labor that programs of labor 
statistics are widely used in measuring economic trends in the States; 

Whereas it has been clearly shown that statistics are very useful in the ad- 
ministration of the State departments of labor; 

Whereas it is recognized that the regional conferences on labor statistics which 
have been conducted by the United States Department of Labor in cooperation 
with the States are very helpful and should be continued; 

Resolved, That this convention urge all the State departments of labor to 
establish at least a minimum program of labor statistics according to the needs 
of the States which will be useful in carrying out their broad responsibilities for 
administering labor laws and in strengthening the effectiveness of the overall 
program of the departments. 

Mrs. Exuicxson. I would Nke to quote a portion of it: The resolu- 
tion, which was unanimously adopted, favored ‘amendments to the 
Social Security Act to provide for the addition of the following 
Federal standards required of each State: (2) Maximum be nefit 
amounts shall not be less than two-thirds of the average weekly wage 
in covered employment; (b) duration of the period in which benefits 
shall be payable to eligible unemployed workers shall not be less than 
26 weeks; (c) all employment by employers of one of more employees 
shall be covered.”’ 

The resolution likewise opposed adoption of H. R. 5173 in its 
present form. I might say that this was made up of State labor 
commissioners as well as representatives of the labor organizations in 
the various States and was held under the auspices of the Secretary 
of Labor. 

Mr. Srrron. Forty-four States. 

Mrs. Euuickson. As a simple summary of the facts on existing 
State laws, I have appended to my testimony a table entitled ““Unem- 
ployment Insurance Under State Laws,” published by the CIO depart- 
ment of education and research. 

That is that blue table at the end of the mimeographed testimony. 
And then we indicate the table on the reverse side det uing with work- 
men’s compensation, is not intended for incorporation in the record, 
although it is not irrelevant, in that it shows how State unemployment 
insurance has lagged behind even the inadequate workmen’s compen- 
sation provisions. 

This table, Mr. Chairman, indicates in its last column the informa- 
tion which you have requested earlier, as to average employer contri- 
bution rates, 

The Cuatrman. Would you hold up just a minute. 

(The table entitled “Unemployment Insurance Under State Laws,” 
follows: ) 
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T’nemployment insurance under State laws 








Weekly benefit amounts with . lain ants who 

Average! and without dependents’ a wun bene- | Aver 
weekly allowances ! ae, oe age om- 

benefit March 1953 ployer 

a Minimum and contri- 

for total a nur rid i 

State unem- ~eneser rng bution 

; duration of Average | rate 

ploy- benefits number 1952 

ment, Te Si ats: Reuiianall ae 

April Minimum Maximum im- | of weeks | (per- 

1953 ber | of cent of 
benefits | payroll) 

drawn 

United States $23. 27 214, 804 19.4 1.4 
Alabama... 18. 05 $6. 00 $22. 00 11+—20 5, 023 17.3 1.2 
Alaska 32. 39 $8. 00-10. 00 | $35. 00- 70. 00 12 -26 1,055 | 14.6 2.7 
Arizona | 20. 92 5. 00- 7.00 20. 00— 26. 00 10 -20 414 17.7 | 1.5 
Arkansas 18. 13 7.00 22. 00 10 -16 2, 926 15.3 1.5 
California ante 23.17 10. 00 25. 00 15 26 19, 828 7.7 9.1 
Colorado } 21.53 7.00- 9.00 28. 00- 35. 00 10-26 -20-26 364 15. 5 | 1.0 
Connecticut ___- 21.81 8. 00-11. 00 30. 00- 45. 00 15 -26 1, 388 18.7 1.8 
Delaware 18. 88 7.00 25. 00 ll 26 272 14.8 6 
District of Columbia 18. 21 6. 00- 7.00 20. 00 12+-20 640 18.9 7 
Flordia ‘ 17. 82 5. 00 20. 00 7+-16 2, 659 13.6 s 
Georgia 16. 63 5. 00 26. 00 20 -20 4, 070 18.8 1.2 
Hawaii 20. 85 5. 00 25. 00 20 -20 779 20.0 7 
Idaho -_ = 23. 43 10. 00 25. 00 10 -26 1, 094 14.9 1.7 
Iilinois. 25. 48 . 10. 00 27. 00 18-+—26 12, 988 19.3 1.1 
Indiana -- 23. 30 5. 00 27.00 124-20 5, 631 13.8 7 
Iowa. 21.11 5. 00 26. 00 6+-20 2, 572 5 
Kansas 23. 40 5 00 28. 00 6+—20 1, 408 14.4 1.0 
Kentucky -. 8. 00 28. 00 26 -26 3, 168 25. 7 7 
Louisiana 5. 00 25. 00 10 -20 5, 302 16.0 1.8 
Maine 15. 95 9. 00 27.00 20 20 3, 476 19.8 1.6 
Maryland 20. 43 6. 00— 8. 00 30. 00- 38. 00 7+ -26 4,478 15.6 1.0 
Massachusetts 24. 68 7.00- 9. 00 25. 00- 21+—26 11, 719 18.3 2.7 
Michigan - - - 26. 31 6. 00- 7.00 27. 00— 35. 00 9+—20 6. 606 16.7 15 
Minnesota . - - 18. 59 11.00 30. 00 15 -2¢ 3, 009 19.7 6 
Mississippi 19. 09 3.00 30. 00 16 -16 3. 493 16.0 1.2 
Missouri 20.13 5.00 25. 00 24 3, 092 16.5 5 
Montana 19. 95 7.00 23.00 20 -20 241 18.2 1.9 
Nebraska- --. 21. 62 10. 00 26. 00 10 -20 928 12.9 5 
Nevada ee er 8. 00-11. 00 30. 00-50. 00 10 -26 207 18.2 18 
New Hampshire - - - | 21.04 | 7.00 30.00 26 -26 1,070 26.0 1.9 
New Jersey. -- 27. 38 10. 00 30. 00 13 -26 10. 064 18.4 1.4 
New Mexico-- js 21. 90 | 10. 00 30.00 12 -24 365 19.2 1.3 
New York-_---- -.-| 26.75 10.00 30. 00 26 -26 15,151 26.0 2.3 
North Carolina 15. 75 7.00 30.00 26 -26 6, 785 25.5 1.2 
North Dakota . 25. 24 7.00- 9.00 26. 00-32. 00 0 -20 295 0.0 1.5 
Ohio 25. 21 10. 00-12. 50 30. 00-35. 00 12 26 3, 455 22. 1 1.1 
Oklahoma 19. 47 10. 00 28. 00 6+-22 3, 321 13.5 se 
Oregon e “ 22. 92 15. 00 25.00 8+—26 4, 962 18.8 1.2 
Pennsylvania. 25. 84 10.00 30.00 13-26 19, 270 22.1 1.0 
Rhode Island - -- 21. 91 10. 00 25. 00 10+—26 4,451 14.6 27 
South Carolina : 18. 54 5.00 20. 00 18 -18 2, 880 18.0 1.6 
South Dakota 20. 65 8. 00 25. 00 10 -20 399 13.8 9 
Tennessee 16. 54 5.00 26. 00 22 -22 5, 003 22.0 1.5 
Texas. 17. 52 7.00 20. 00 +--24 5, 227 12.6 6 
Utah 25. 31 19.00 27. 50 16 26 377 2.7 1.1 
Vermont 21. 28 10.00 25. 00 20 -20 476 0.0 1.5 
Virginia 18.18 6.00 22. 00 6 -16 4,458 12.8 6 
Washington 24.49 10. 00 30. 00 15 -26 7, 486 22.3 9 
West Virginia 20. 46 10. 00 30. 00 24 24 3, 276 21.9 1.2 
Wisconsin 25. 37 10. 00 33. 00 10 26+ 6, 606 + 
W yoming...- 25. 10 10. 00-13. 00 30. 00-36. 00 8 -26 597 8.7 1.4 





| 
| 
| 
| 


1 Where 2 figures are shown, the smallest does not include dependents’ allowances. 


Source: Published by the CIO Department of Education and Research, 718 Jackson Pl. NW., Washing- 
ton, D. C. 


Senator Frear. May I ask a question, Mr. Chairman? 

The CHarrMAN. Proceed. 

Senator Frear. On this publication 235, in the column “Minimum 
and maximum duration of benefits,’ 11 plus or minus 20, under 
Alabama, means what? 

Mrs. Exvickson. It is 11 plus, and that is not a minus, it is intended 
to be a dash, meaning to 20. 
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Senator Frear. That explains what I want to ask. 

The Cuarrman. Will vou hold up just a minute. 

Mr. Teets, didn’t I understand you yesterday to testify as to some 
of the highest rates among the States, and I thought I heard you say 
something over 3 percent. Did I catch that correctly? 

Mr. Trerrts. I think, Senator, the question was asked whether or 
not it was prevented in State laws from charging a rate above 2.7, 
and I intended to testify to the effect that there was nothing in the 
State laws to prevent that, that in our own State law, initially, we had 
had a rate in excess of that, to wit, 3.6, where subsequent to those 
early years we had eliminated that from the provision of our law. 

The CuarrMAN. At the present time this table shows 1 as the aver- 
age employer contribution rate; 52, as the percentage of payroll. Is 
that correct? : 

Mr. Teers. I think that would be correct. Most States, through 
their experience rating provisions, have lowered the tax rate from 2.7 
at this time. 

The CuarrMan. Will you hold up just 1 second, please, Mrs. 
Ellickson, 

Mr. Trers. Senator, I think | should call your attention to the fact 
that these are averages we are talking about and not maximums. 

The CuarrMan. The item we are talking about takes it State by 
State. Those with over 2 percent seem to be the Territory of Alaska 
California, Massachusetts. 

Senator Frear. New York. 

Mr. Trrrs. Senator, may | interrupt? 

The CHarrRMAN. Just one minute, please. New York, Rhode 
Island. 

Proceed, Mr. Teets. 

Mr. Teers. I wanted to say these are average rates of all employ- 
ers within the State. Within our own State there are many employ- 
ers, all those new employers who haven’t yet qualified under the 
experience rating, are paying 2.7. In many States there are many 
employers still paying the 2.7 

The CuarrmMan. Under their own experience, it may come down? 

Mr. Trrrs. That is correct, and this is a result of all the employers 
tax rates within the States, those who have come down, those who 
were paying the maximum, etc., so it doesn’t give a percentage figure 
of those paying the higher or the lower, it is the combination of all. 

The CHarrMan. Do you have any figures on the higher rates the 
States are paying rather than this average? 

Mrs. Etutickson. We do not have those figures and there is a 
subject upon which we feel much more information is required. For 
example, we feel in the case of Rhode Island, which is charging 2.7 
percent and has regularly, it would be very helpful if we had available 
the rate charged to textile manufacturers in Rhode Island as com- 
pared to textile manufacturers in other States but that is not available. 

The Cuarrman., Is there anyone here from Rhode Island? Is the 
Governor still here? 

Mr. Brive. It is in the record. Our textile and jewelry employers 
are averaging 5.31 percent. They pay 2.7, but the cost thrown on that 
program is 5.31. 

The CHARMAN. You said something about the textile industry. 
Do you have any figures on the textiles? 


, 
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Mr. Brive. That is under textiles 

The Cuarrman. I thought you were talking about jewelry. 

Mr. Brive. It is both textile and jewelry. 

Mrs. Exuuicxson. What is lacking is the comparable material for 
other States, such as North Carolina, or South Carolina, to which 
mills from Rhode Island are moving, and where we know the average 
employer contribution rate but we do not know what it is for the 
textile industry broken down by cotton and wool. 

The CHAIRMAN. Do we have that? 


Mr. Murray. I will be glad to submit them. 


Comparative unemployment insurance benefit costs, average contribution rates, 
taxable wages in the teatile mill products industry! (2-digit industry code No. 22 
in selected States 

Average 
contribu- ‘ 
State Period 2 percentage (contribu- Paxable wages ‘or | industries 
of tazabl tions as a wage ill indus- taxable 
wages percent “pe eries wages 
[ taxabk 
wages 
Thou 1 Thousand Percent 

Alabama 2. 62 12 $129 ) 2, 032, 087 6. 36 

Arizona 1951 only 3. 53 2.72 54 1, 824 02 

Colorado 1.1 1. 54 722 1, 201, 144 06 

Delaware | 7 4, 8 2 

Florida 4.25 1. 60 1, 376 2, 156, 779 06 

Georgia 1.1 1.2 514, 490 2, 575, 211 19. 98 

Indiana 1.9 7 24, 717 5, 497, 4 15 

lowa ‘ 1.27 ( $25 RSY, 416 29 

Kansas 6 97 29 1, 632, 680 01 

Kentucky 1952 only 27 1. 41 6, 064 1, 104, 260 t 

Maryland 3. 98 1.99 55, 140 }, 003, 295 1. 84 

Minnesota 1952 only 2. 35 73 1, 20¢ 1, 497, 702 62 

M issouri 1. 28 l ) 4, 257, 266 3 

Oklahoma 1.78 1. ¢ 2 1, 546, 138 t 

Pennsylvania 2. 83 1. fit 659 16, 134, 183 4. 09 

Rhode Island 45.07 2 298, 745 1, 207, 899 24. 7 

Utah 2.89 si 1, 694 686, 129 2 

Washington 1. 78 Lt 3, O79 3, O49, 317 10 
! Source: ES-202 and ES-217 reports from all States listed except Rhode Island (for Rhode Island, see 

footnote 4 
? Calendar years 1951 and 1952, except where other e noted 
$ Estimated from nearly complete data, or from 20 percent samples 
‘Source’ Estimates of Unemployment Insurance Benefit ¢ in Rhode Island, by Industry, during 


1951-1952, by Michael T. Wermel and Associates, June 1953 

The CHarrMan. Proceed, please. 

Mrs. Euxiickson. Since you are interested in contribution rates I 
might say I asked the Bureau of Employment Security for the latest 
indication on employer rates since the information here is for 1952 
and I obtained from the Bureau of Employment Security preliminary 
figures for 1953. However, since these are preliminary figures, they 
asked me when they gave them to me a week ago not to release them. 
I don’t know if they are now ayailable, but perhaps I could make a 
few comments on them. 

The CHatRMAN. How can we have them made available? 

Mrs. Exxickson. It is up to the Bureau representatives. 

The CHarrMANn. Why can’t we make these things available? 

Mr. Murray. We are submitting figures as requested yesterday, 
to the committee. They are not final figures. They have to be 
estimated figures. 
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The CuarrmMan. That will be so designated. Is there any reason 
why that can’t go in promptly? 

Mr. Murray. I see no objection. What about this table here? 

Mr. Rouruicu. I work for the Bureau of Employment Security. 
The data that you requested yesterday, sir, were compiled and are 
just awaiting the Assistant Secretary’s signature. They ought to be 
hand-carried here before this committee adjourns. 

The CHarrMan. Let me ask you: Are the figures we are talking 
about now; will they be made available? 

Mr. Rouruicnu. They are part of that statement. 

Mrs. Exiicxson. Could we have this table put in the record now? 

The CuarrMan. Is there any objection to having this put in the 
record now, subject to whatever changes you think should be made 
in the table later? 

Mr. Ronrutcu. I would prefer that it wasn’t done since there might 
be some slight changes. 

The CHarrMan. We will see that the information gets in. (See 
table 2 submitted by the Assistant Secretary of Labor, p. 27.) 

Mrs. Exiicxson. May I just comment on these figures. These 
figures show Rhode Island still paying 2.7; Massachusetts, 2.7; New 
York, 2 percent; and I might say that Colorado has fallen, for example, 
from 1 percent to 0.4 percent. 

The CHartrMaNn. They have a very good surplus in Colorado, 
haven’t they? 

Mrs. Exuicxson. I believe that they have a considerable surplus. 
The law is not as generous to the workers and doesn’t give as much 
protection as we feel is necessary, and certainly far less than the 
President has recommended. 

The CuHarrMan. Would you say that the rate is so low as to imperil 
their reserve? 

Mrs. Eviicxson. This is a matter we deal with later in our testi- 
mony, Mr. Chairman. 

The CHarrmMan. What page are we on now? 

Mr. Carry. We are at the point where it states, ‘‘This table on 
unemployment insurance’”—— 

The CuarrMan. What page? 

Mr. Carry. It is page 10, at the top, the first full paragraph. 

This table on unemployment insurance has been revised to take 
account of all but very recent changes in State laws. 

Four States permit no one to draw benefits of more than $20 a 
week no matter how high their earnings have been. Eight States 
have maximums under $25 a week; 10 have maximums of $25; 12, 
from $26 to $29; 10 set the figure at $30; and 11 permit more than $30. 
These maximums include dependents’ allowances. 

You can thus from this table derive some idea of the wide variation 
in the maximum benefits allowed in the various States as well as the 
low levels permitted. 

If you consider for a moment how far $20 or $30 or even $35 a week 
will go in buying necessities for a family, you will realize the great hard- 
ship that results from these inadequate amounts. Please remember 
that these are the maximums. The actual average weekly benefits 
paid are shown in the first column of our table as of April 1953. 
Since that time the national average has risen to $24 a week, but the 
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figures for individual States have for the most part not changed sub- 
stantially. 

Workers who have been paying $10 or $150r $20 a week rent can- 
not suddenly move to cheaper quarters that are reasonably decent. 
Housing shortages are still acute and moving vans cost money. 
Families have to keep paying for light, heat, and fuel. Kids continue 
growing even if there is no money for new clothes and shoes. Medical 
bills must still be met, and payments may be due on refrigerators, 
other household equipment, and cars. In addition, how much is 
left after this for food? 

The low-cost menus of the United States Department of Agriculture 
for an adequate diet cost $18 to $20 a week for a family of 4 and $4 
more for a family of 5. 

The inadequacy of benefit levels is also shown by the city worker’s 
family — of the United States Bureau of Labor Statistics, which 
is described s “only the necessary minimum.” The cost of this 
budget is now in the neighborhood of $70 to $80 a week for a family 
of man, wife, and two children. This figure excludes the cost of life 
insurance, as well as income and social-security taxes, and occupational 
expenses. But it is more than 2 or 3 times maximum unemployment 
benefits. 

Substandard conditions of living permanently affect the health of 
our people. The report of the President’s Commission on the Health 
Needs of the Nation stated: 

Health progress depends in large part upon better housing, better nutrition, 
better education, and related measures which promote the well-being of people 

The health of the national economy as well as of the Nation’s 
families is at stake. It has been estimated that in the recession of 
1949-50, unemployment insurance payments made up only approxi- 
mately one-sixth of the loss in payrolls that occurred. A far larger 
percent of wage loss must be compensated to maintain marx<ets for 
farm products, services, and all types of manufactured products. 

The provision of adequate benefits is thus a matter of national 
concern. Unemployment cannot be restricted by State boundaries. 

We cannot afford to wait any longer for the States to improve 
their benefit provisions. When most of the State Legislatures met in 
1953, more than half failed to raise maximum benefit amounts in spite 
of the efforts of organized labor. The very employers who are sup- 
porting the Reed bill effectively checked our efforts. Only 14 State 
Legislatures are in regular session this year. The actions in these 
States do not reflect any noticeable change resulting from President 
Eisenhower’s recommendations. 

We have considerable information on the Michigan situation, and 
I request that the materials | have here be included as part of the 
record of this hearing 

(The information referred to follows: ) 


Fact SHEET ON UNEMPLOYMENT AND UNEMPLOYMENT COMPENSATION 


At a time when over 125,000 workers are unemployed in Detroit and more than 
225,000 unemployed throughout the State, as well as many thousands more work- 
ing short weeks, it is important to consider whether the unemployment compensa- 
tion law is achieving its purposes and whether unemployment compensation 
benefits are adequate to help cushion the community against the resulting loss of 
millions of dollars in purchasing power. 
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I. When was the unemployment compensation law passed and what are its purposes? 


The Michigan unemployment compensation law was passed in 1936 to achieve 
two purposes: 

(a) To provide economic security for wage earners and their families when un- 
employed, as a matter of right. 

Unemployment compensation was intended to provide benefits as a matter of 
right at the time of a worker’s unemployment in place of a means test relief or 
welfare system which would require him to exhaust all savings and dispose of his 
car, home, and other assets before being eligible for benefits. 

b) To help the businessman in the community by maintaining the purchasing 
power of the unemployed. 

Unemployment compensation benefits when set at appropriate levels help sus- 
tain a worker’s demand for commodities as well as permitting him to keep the 
possessions he has As such it can help curb the economic decline. 


? 


IT. What po tion of the wage was compe nsated in 1939: 


In 1939, the first full year in which unemployment compensation was paid, the 
average wage in covered employment in Michigan was $30.30. The maximum 
weekly unemployment compensation benefit was $16. 

The worker receiving the average wage was paid benefits when unemployed 
equal to 53 percent of his weekly wage. 

He was left with an uncompensated wage loss of $14.30 


so 


III. What is happening to the unemployed worker in 1954: 

In the second quarter of 1953 the average weekly wage in covered employment 
in Michigan was $88.09. Maximum unemployment benefits are $27 with an 
additional allowance up to $2 for each dependent child under the age of 18. 

This means the unemployed worker with no dependent children is only receiving 
30.6 percent of his wage when unemployed. For each child he receives an addi- 
tional 2.27 percent 

Instead of $14.30 as in 1939, the typical unemployed worker with no children 
is losing $61.09 a week. If he has 1 child, his loss is $59.09 a week; if he has 2 
children, $57.09 a week: if he has 3 children, $55.09 a week: if he has 4 children, 
$53.09 a week 

It must be recognized that the maximum weekly benefit of $35 is paid under the 
Michig: ) law only to a worker with 4 or more dependent children. In 1953 less 
than 6 percent of claimants had 4 or more dependent children and not all of these 
were eligible for the maximum payment of $35. More than half of the bene- 
ficiaries had no dependent children and could not receive more than $27 a week 
even if eligible for the maximum benefit. 


I\". What is the effect of inadequate payments to the unemployed? 


The declining percentage of wage loss from 53 percent to less than 35 percent 
for which the unemployed worker receives compensation means less ability to 
meet rent or home payments, food, utilities, clothing, and other expenditures which 
cannot be deferred during periods of unemployment. Decreased expenditures by 
the unemployed means a loss of markets by the farmer and a loss of business by the 
retailer, the milkman, the doctor, and all segments of the Michigan economy. 

Che unemployed worker with a wife and 2 children who receives the maximum 
weekly payment of $31 a week receives less than if he were on relief. The relief 
allowance for the same family would generally be, and of necessity must be, more 
than $40. There are families in Michigan now receiving public relief supplemen- 
tation of inadequate unemployment compensation benefits. 

Inadequate unemployment compensation means increased relief costs and a 
consequent rise in general taxes. 

V. How much does an unemployed worker’s family actually need to get along? 

The United States Bureau of Labor Statistics has developed a city workers’ 
family budget which it described as a budget providing only “the necessary 
minimum.” 

The Bureau has priced this budget in one Michigan ecity— Detroit. 

The cost of the budget, as found by the Bureau of Labor Statistics, was recom- 
puted as June 1953, by the Bureau of National Affairs, a private organization 
serving mostly management groups 

According to the Bureau of National Affairs, the cost of the goods and the 
services in the budget of the Bureau of Labor Statistics in Detroit, as of June 
1954, was $3,971 per year or $76.37 per week for a family consisting of man, wife, 
and 2 children. 
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This figure excludes the cost of life insurance as well as income and social- 
security taxes, and occupational expenses. It therefore represents the cost of 
living as & minimum level for an unemployed worker’s family of four persons. 
The cost would be even higher now than in June 1953 

Under present Michigan law, unemployment compensation, at the maximum 
rate, amounts to $31 per week for the same family. 

Unemployment compe _— benefits should be sufficient to cover the cost of 
a reasonable family budget. As President Eisenhower said, when unemployment 
compensation benefits are ‘‘set at appropriate levels, they can sustain to some 
degree the earner’s way of life as well as his demand for commodities.’’ 


VI. What is the le gislative proposal being given most serious consideration? 

In the face of increasing unemployment and the recognized inadequacy of 
unemployment-compensation payments the bill proposed by the Republican 
caucus and which is receiving the most serious consideration in the State legisla- 
ture is more vicious than the bill which the Governor was foreed to veto in 1953. 

In addition to providing for unwarranted tax reductions to certain large em- 
ployers the proposal would take away, through legislation, gains fought for and 


won through collective bargaining. 

It puts new roadblocks in the way of receiving benefits and opens additional 
avenues to the employer for blocking the payments m: é 
It would deny benefits which are payable under the present law to the retired 


worker, the disabled worker and the worker who seeks workmen’s compensation 


It inereases the minimum amount required to qualify for any benefit It requires 
, : / | . | ‘ : 1 

a laid-off worker to apply for any available job no matter how unsuitable or low 

paid. <A toolmaker could be forced to apply for a job as a sodajerk. 


In order to put over their tax steal and to deny benefits to many thousands of 
workers receiving payments under the present law, the big corporations hope to 
confuse the public by offering insignificant increases in benefit amount and 
duration. 

Their bill proposes a $2 increase for some workers by including certain non- 
working wives as dependents. For other workers, however, it will result in a 
decrease in the weekly benefit they are now receiving. In any case, a $2 increase 
is no answer to the inadequacy of the present weekly benefit amount. The person 
with 4 or more dependent children who would be the only person eligible for the 
proposed maximum benefit of $37—and remember less than 6 percent of bene- 
ficiaries have 4 or more children—would still suffer a weekly wage loss of more than 
$50. 

The bill also proposes to increase duration from 20 to 26 weeks for some workers. 
This increase in duration does not, however, = ‘nefit many thousands of unem- 
ployed workers who are now exhe austing their benefits in less than 20 weeks. In 
1953, more than 46 percent of the workers fell within this category and would have 
received no additional weeks of benefits under this bill. Even the remaining 54 
percent would not receive an additional 6 weeks. Many would only receive an 
additional 1, 2, or 3 weeks. 

The foregoing summarizes only a few of the many restrictive and objectionable 
features of the bill. Additional material will be supplied later. 

Insignificant benefit increases at the expense of injured and aged workers, as well 
as many others, are no answer to the present inadequacy of unemployment 
compensation benefits. 


VII. What must be done to make unemployment compensation more adequate? 

(a) Increase weekly benefits. 

(b) Extend the duration of payments on a uniform basis for all workers. 

Governor Williams has recommended increased benefits and longer duration. 

President Eisenhower called upon the States to ‘‘* * * raise these dollar maxi- 
mums so the at the payments to the great majority of beneficiaries may equal at 
least half their regular earnings.’ 

The Federal Advisory Council on Employment Security composed of repre- 
sentatives of industry, labor, and the general public recommended specific in- 
creases in Maximum benefits which would implement the President’s proposal to 
make available to the great majority of workers benefits equal to at least half of 
their regular earnings. The Advisory Council recommended that “* * * as 
expeditiously as possible the maximum weekly benefit in each State be raised to an 
amount not less than three-fifths to two-thirds of average weekly earnings in 
covered employment.” 

Both the President and the Federal Adv isory Council recommend that duration 
be extended to 26 weeks for all unemployed workers 
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Certainly nothing less than the President’s recommendations as elaborated by 
the Federal Advisory Council can be considered adequate. 
VIII. Can the State afford increased unemployment compensation benefits? 

On February 1, 1954, there was $438,743,987 in the Michigan unemployment 


compensation fund. In 1943, employers’ contributions averaged less than 1.5 
percent rather than the 2.7 percent contribution rate imposed by the original act. 
They are probably lower in 1954. And under the proposed employer bill further 


reductions would be made. With their exorbitantly high profits in 1953, Michigan 
corporations do not need tax relief. 

The minimum would be reduced from the present 1 percent to one-tenth of 1 
percent 

The cost of increasing benefits to the recommenced level® i: smell in comparison 
to the tax advantages afforded by the current legislacive proposal. 

The cost must be met from the unemployment compensation fund accumulated 
for this purpose. The fund must not be kept sterile while the unemployed are 
shifted to the relief rolls and the costs of caring for them are met through increased 
taxes on homeowners and small-business men. 





: : 
SuMMARY OF Major OBJECTIONS TO THE PROPOSED SENATE BILL ON UNEMPLOY- 
MENT COMPENSATION INTRODUCED BY SENATOR TEAHEN (S. 1239) 


1. A worker is required to apply for any job of which he has been notified by the 
Commission whether suitable or not and is required to answer all requests 
for an interview with his former employer about any available work regard- 
less of its suitability 

This is perhaps the most objectionable provision in the proposed bill. 

It means that a skilled worker has to apply for an unskilled job or any job 
no matter how low the wage. A bookkeeper or a toolmaker would have to apply 
for a job at a soda fountain. The present law, on the other hand, denies benefits 
to a worker only if he fails to apply for suitable work when directed by the em- 
ployment service. 

In removing the requirement of the present law that a worker need only apply 
for wor! which is suitable, the bill permits the threat of a denial of benefits to 
be used to foree an unemployed worker to apply for jobs which are substandard 
and which no reasonable person with the skills and the work history of the unem- 
ployed worker could be expected to accept. 

Moreover, in requiring the worker to apply for work of which he has been 
notified by the employment service rather than work for which they direct him to 
apply, it destroys the effectiveness of the employment service to both the worker 
and the employer as a mechanism for bringing together jobs and suitable workers. 
It would result in employers who list job openings with the employment service 
being besieged by job applicants who are not willing and could not be expected to 
accept the available job. 

The provision would also permit an employer to request repeatedly that a 
worker apply for jobs which the worker will not accept or for which the employer 
would not employ the worker even were he willing to accept. 

While the bill states that a worker need only accept suitable work, a worker 
who is forced to apply for an unsuitable job and indicates the unsuitability of the 
job may well be held not to have made a bona fide application for the job and, 
therefore denied benefits. 


2. It requires a worker to seek work even during periods of temporary layoffs. 

This amendment requires a worker to seek work during periods of layoffs of a 
week or two. 

The present law which requires a claimant to register for work at the State 
employment service and to seek work provides that in cases where a worker is laid 
off for a period of less than 30 days, the Michigan E mployment Security Com- 
mission may waive the requirement for seeking work. This exception in the case 
of a short-term layoff was enacted in recognition of the fact that a worker who has 
been laid off for a week or two and who is awaiting recall by his regular employer 
will not be hired by another employer. The proposed bill, however, requires him 
to seek work even though it is known by both himself and the employ er that he 
will not be hired. 

The failure to engage in a meaningless search will result in a denial of benefits. 
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3. A worker who is laid off by his regular employer and accepts another job is 
disqualified and has his wage credits earned on such job canceled if he leaves 
in answer to a recall by his regular employer 

This means if a worker is laid off, accepts another job at which he works for 8 
months and then leaves when recalled by his regular employer with whom he has 
long seniority and other rights, such as pensions, etc., a disqualification will be 
imposed and his wage credits based on such work canceled. If his regular em- 
ployer lays him off again after 2 weeks, he could get no benefits based on his 
employment with the second employer and would have little or no benefit rights 
based on employment with the regular employer. 

The present law recognizes the reasonableness of a worker’s returning to his 
regular job by specifically providing that no disqualification shall be imposed 
under such circumstances 

In effect the bill says to a worker who is temporarily laid off: If you don’t look 
for a job, you won’t get benefits. If you take a job, however, and then leave it to 
go back to your regular job we will impose a disqualification from receiving 
benefits at that point. 

4. A worker in disqualified if he seeks workmen’s compensation 

The present law in requiring a worker to be able to work and available for work 
means that no benefits are now payable to the worker who is so disabled as to be 
unable to perform a regular job. 

This proposal is aimed at the worker who is partially disabled but is still able 
to perform work for which he is qualified if he seeks to enforce the his rights under 
the workmen’s compensation law. 

The surviving widow of a worker killed in an occupational accident who has 
been working or who is forced to work because of the death of her husband could 
be denied unemployment compe nsation when she is laid off if she is seeking to 
enforce her rights to survivor’s benefits under the workmen’s compensation law. 

Any worker who is hired after suffering an occupational accident would be 
denied the payment of unemployment compensation during layoffs while he is 
receiving workmen’s compensation even though based on a prior accident which 
occurred at the plant of another employer or under the laws of another State. 

This proposal can only be justified as an effort to use the threat of the denial of 
unemploy ment compensation to relieve employers of their liability under the 
workmen’s compensation law by discouraging the filing of claims under such law. 


5. It denies or reduces benefits to workers compelled to retire under pension plans 

A worker who voluntarily retires under a pension plan is, under the present law, 
denied benefits based on wage credits earned with the employer from whom he 
retired. There is, however, no automatic disqualification because of receiving @ 
pension. 

Workers who are forced to retire by their employer upon reaching the automatic 
retirement age are entitled to unemployment compensation if able to work, 
available for work and seeking work. 

The right of persons compelled to retire to unemployment compensation was 
negotiated in collective bargaining. It was agreed to by corporations supporting 
the Teahen bill who are now looking to the legislature to free them from commit- 
ments they made to their workers. It is taken away under this proposal. 


6. It broadens the disqualification for misconduct layoffs or suspensions, to 
layoffs or suspensions for any good cause connected with the work 


The present law limits the denial of benefits in cases of disciplinary layoffs or 
suspensions to situations where the worker is guilty of misconduct connected with 
the work. This is a much more limited basis for denial of benefits than the pro- 
posed amendment which denies benefits during the period of a disciplinary layoff 
if the employer has any reason therefor, even though the worker is not guilty of 
misconduct. 

A worker who cannot meet the demands of a particular job or who violates a 
minor company rule has not committed misconduct connected with the work. 
However, the employer could be held to have ‘“‘good cause’’ for the disciplinary 
suspension or layoff. 


7. A worker is denied benefits during any leave of absence from work or during a 
vacation period for which he receives no vacation pay 

The present law denies benefits to workers during vacation periods for which 

they receive vacation pay. Recent appeal board decisions have, however, estab- 

lished the right of workers to unemployment compensation if they are not entitled 
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to vacation pay or during periods of economic shutdown which are unilaterally 
designated as a vacation by the employer. 

This bill would overrule these decisions, deny benefits to workers who do not 
receive vacation pay and permit the employer, by calling a layoff a vacation, 
to deny benefits to workers laid off for lack of work. 


8. Retroactive pay, call-in pay, termination, and severance pay and any payments 
for time not workea disqualify a worker from receiving benefits. However, 
the bill does not make these payments wages for tax and benefit accumulation 
purposes 

This proposed amendment reveals the biased nature of the Teahen bill 

Although it states that payments such as call-in pay, severance and retroactive 

pay are wages for the purposes of denying a worker benefits during the period of 

unemployment for which he receives the payments, it does not make these pay- 
ments wages for tax purposes, nor does it permit a worker to accumulate any 
benefit rights based on these payments 


9. It requires that to be eligible for benefits, a worker, at the time of filing his 
claim, be not disqualified or subject to any disqualification 
This might mean that until a final decision is made by the Supreme Court as 
to whether a worker has committed a disqualifying act, he could not qualify for 
benefits during later periods of unemployment even though there is no question 
but that the later period is properly compensable. 


10. It provides that referees’ hearings shall be de novo and that the referee shall 
consider claims for weeks other than those involved in the appeal 

This permits an employer to appeal or raise on appeal any new issue, even 
though not referred to in the initial determination. It means that a worker has 
no way of knowing at the time of an appeal what grounds will be raised by the 
employer for protesting the payment of benefits 

It also permits an employer at an appeal from a specific redetermination to 
question the right of a worker to receive benefits for other weeks not covered by 
the redetermination appealed from and about which no protest was made. 

All these offer more technical advantages to the employer to protest the pay- 
ment of benefits 


11. It requires additional determinations and notices to employers where a 
worker moves to a different labor market area or refuses a job with any 
other employer. 

This means that if a worker is laid off and goes to another labor market area to 
seek work or refuses a job—even one which the commission recognizes as un- 
suitable—the commission would have to make a new determination as to whether 
the worker is meeting all requirements of the law before they could pay or con- 
tinue to pay benefits to the claimant 

In addition to meaning delays in the payment of benefits, this offers additional 
opportunities to employers to protest the payment of benefits. 


12. By raising the minimum eligibility requirements it cuts off from benefits the 
lowest paid workers 
The bill raises the minimum eligibility requirement from $8 for 14 weeks to $15 
for 14 weeks 


13. It changes the experience rating provisions of the present law along the lines 
proposed in house bill 128 vetoed by the Governor in 1953 

The basie purpose of this change is to reduce the revenues of the Michigan 
employment security fund from those which would be collected under provisions 
of the present law. It permits the minimum rate of employer contribution to be 
reduced from 1 percent of payroll to one-tenth of 1 percent—a tax savings of 
90 percent for some employers. This single feature in 1952 would have resulted 
in a tax saving of more than $15 million to certain employers. Other employers’ 
contributions would be increased to offset some of these reductions 

Independent auto producers as well as other employers opposed the enactment 
of this provision in 1953 as favoring certain large corporations at their expense. 

An additional feature of this part of the Teahen bill would require the com- 
mission to maintain separate records for each plant of an employer. This pro- 
vision, which would require a complete revision of present administrative 
procedures, is an attempt by the corporations to transfer their bookkeeping work 
to the employment security commission. The additional amount of administra- 
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tive funds required for this purpose might better be spent to assure the prompt 
payment of benefits 
The above are what it takes away from workers and gives to the employers 


WHAT ABOUT THE BENEFITS IT PURPORTS TO GIVE? 


1. The additional $2 benefit paid on behalf of a nonworking spouse and the 
increase in the maximum weekly benefit to $37 

This $2 benefit is not payable to workers whose average weekly wage is less than 
$54.16, even though thev have a nonworking wif \ claimant with a non- 
working wife whose weeklv wage is more than $50.50 but less than $54.16 gets an 
additional weekly benefit of $1. If his weekly wage is less than $50.51, he gets 
no additional benefit. 

It is clear that workers whose wives work regularly are not eligible for this 
benefit. And in requiring that the spouse have been solely or principally sup- 
ported by the worker for at least 90 days preceding the benefit year a worker 
whose spouse has worked at any time within such period might not be eligible 
for $2 increase. 

It must also be recognized that the new maximum benefit of $37 is payable 
only to the worker with 4 or more children—and less than 6 percent of claimants 
in 1953 had 4 cr more children, and that in order to qualify for this extra $2 a 
worker would have had to have had an average weekly wage $11 greater than now 
required for the maximum of $35. 

In addition to the limitations on this $2 increase and e new maximum, the 
bill, in revising the benefit schedule, decreases the benefits which are payable 
under the present law to many individuals who are either totally or partially un- 
emploved 

An unemploved worker with 4 or more children whose weekly wage is $25.75 
receives a benefit of $1 less than he is now entitled to receive 

The following table shows the reduction in benefits from those paid under the 
present law to a partially unemployed worker with a weekly benefit rate of $27. 


+} 


: Present law | Proj i bil 

: sai ne efit De et 
$0.00 to $6.74 $27. 00 $27. 00 
$6.75 to $13.49 27.00 20, 25 
$13.50 to $20.24 13. 50 13. 50 
$20.25 to $26.99 13. 50 6 75 


Thus, a partially unemployed worker with this benefit rate who earns $7 a 
week, for example, would receive $6.75 less than he would now receive. 

Comparable reductions occur at other benefit rates. 

2. The proposed increase in benefit duration of from 20 to 26 weeks 

This increase in duration would not benefit all unemploved workers. It does 
not benefit the many thousand of unemployed workers who are now exhausting 
their benefits in less than 20 weeks In 1953 more than 46 percent of those ex- 
hausting benefits fell within this category and would have received no additional 
weeks of benefits under this bill. Even the remaining number would not all 
receive an additional 6 weeks. Some of these would receive no additional weeks. 
Many of them would receive only 1, 2, or 3 additional weeks. 

3. The payment of benefits for the waiting period week 

This waiting week benefit is paid only if a worker is laid off for more than 4 
weeks and if during the 4 weeks he secures a suitable full-time job with another 
employer. 

It would not be payable if the worker returns to work with his employer (and 
presumably in the case of a multiplant employer at another plant or division of 
his employer) or if the worker gets a job when laid off for a period of less than 4 
weeks. Moreover, the work which he secures must be suitable opening the way 
for employers to deny the waiting week benefit if a worker wants to and does 
accept a stopgap or lower paid job or possibly any job outside of his normal 
occupation. 
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THE PROPOSED INCREASES IN BENEFIT AMOUNT AND DURATION FALL FAR SHORT 
OF PRESIDENT EISENHOWER’S RECOMMENDATIONS 


In any case the maximum weekly benefit proposed by the Teahen bill falls 
far short of the request of President Eisenhower that states: ‘“* * * raise these 
dollar maximums so that the payments to the great majority of beneficiaries may 
equal at least half their regular earnings.” 

As Secretary of Labor Mitchell pointed out in his letter the Federal Advisory 
Council on Employment Security supported the President in recommending: 
‘* * * that in each State the maximum weekly benefit amount should be equal 
to at least 60 to 67 percent of the State’s average weekly wage.”’ 

The maximum of the Teahen bill would equal 30.6 percent of the State’s 
average weekly wage for the worker with no dependents and only 42 percent for 
the small minority of workers with 4 or more children. 

The President has also requested that the duration of unemployment com- 
pensation be extended to 26 weeks for all unemployed workers. The Teahen 
bill would have given 26 weeks of benefits to only a minority of the workers who 
exhausted their benefits last year. 

It seems clear that nothing less than the recommendations of the President 
of the United States should be considered adequate by the legislature. A bill 
which falls far short of the recommendations made by President Eisenhower 
and which at the same time adds more legal barbed wire and booby traps to 
prevent unemployed workers from drawing their benefits is particularly objec- 
tionable. 

FEBRUARY 24 


, 1954, 
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LOST: 750,000 CONSUMERS 
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Unemployed workers are unemployed customers. 





Unemployed customers mean goods left on the shelves... and 





unbought, piled-up surpluses in the barns and bins. 


It was the Provident of the United States who made the statement quoted In the line 
shove Thoughtlul citizens must agree with him The President called on the staves 
to amend then unemployment compensation laws “so thet the payments to the grest 


majority of beneficiaries may equal at least half their regular earnings.” The Pres 
dent also wants payments to continue for 26 weeks to al! unemployed workers 

not just » lew! The Federal Advisory Council on Employment Security spelled out 
the President's proposal and recommended that maximum benefits in each state “be 


raised to an amount not less than 3/$ to 2/3 of average weekly earnings.” Governor 
ation. The Detroit 
Common Council has called on the State Legislature to carry out the President's 


Willams has called for substantially increased benefits and d 





tecommendations 


Michigan needs an up to-date, adequate, equitable unemployment compensation 
law Hore are some tacts that every citizen should consider in dete: 





ng what kind 





the maximum benefit was 53% of the average worker's pay 





the maximum basic benefit was 31% of the average worker's pay. 


“UNEMPLOYMENT INSURANCE IS A VALUABLE FIRST LINE OF DEFENSE AGAINST RECESSION...” 


@ In 1939, an unemployed worker earning the average wage lost $14.30 
a week in 1953, an unemployed worker earning the average wage lost 
more than $53 a week 

@ A“necessary minimum” income for a family of four, based on a Govern- 
ment study, is $76.39 a week in Detroit. The present maximum benefit for 
that family is $31 


@ The gap between wages and benefits makes all business suffer... sales 
are down sharply already in many Michigan communities 


@ Rising relief costs resulting from inadequate unemp! 


sation inevitably mean higher local taxes on home owners, farmers and 
small business. 


yinent compen- 


@ $439,000,000 in Michigan's Unem yment mpensation Fund is out 


cushion—to maintain purchasing power and reduce the relief load. 


NOW ALMOST EVERYBODY SEEMS TO AGREE...BUT... 


The unemployment compensation bill which at this time appears to have the “inside track” in the Michigan legislature does not meet the 
President's recommendations. Its “improvements” are illusion—and its purpose is delusion. In substantial respects, it is worse than the present law. 
Instead of meeting the needs of Michigan's people, its commerce and agriculture, HERE'S WHAT THIS BILL WOULD DO: 


1 Raid the Unemployment Compensation Fund for millions of dollars 
for the benefit of a few giant corporations. 


2 Decrease benefius paid to thousands of workers totally and partially 
unemployed 


3° Set up so many eligibility hurdles that many unemployed will have to 
@0 on public relief or private charity. 


4 Force skilled and other workers to apply for any kind of job... no matter 
how low paid no matter how unsuitable. 


6. Deprive low paid workers of any benefits by raising minimum earning 
requirements. 


7. Deny benefits during vacation shutdowns even if the worker gets no 
vacation pay 


8 Disqualify workers who get back pay. call-in pay oF severance pay 


Don't be footed by this bill's phoney promises. For full details and tacts on this 
bi. . . and the whole unemployment compensation situation, write ter 


“FACT SHEET” + UAW-CIO 


Force injured workers to abandon claims for workmen's compensation. 
$. F 4 k band f k t 


$000 East Jefferson, Detroit 14, Michigan 


MICHIGAN...AND YOU... MUST BUILD A REAL “DEFENSE” LINE! 


President 
Eisenhower Says: 







fine of defen 





Thus. unemployment inne 






aan help re curd economic devel 
Goring on iatervel of time ther shows ovher 
Wraditining messuses 10 become ebecuive” 





And Here’s How YOU CAN HELP.... 


Address « leer or card of sire to “HOUSE LABOR COMMITTEE.” LANSING, MICHIGAN, or “SENATE 
LABOR COMMITTEE,” LANSING, MICHIGAN. Get « mewage to your State Senator ond Representative 
The ides to get scrosm is thet YOU WANT A REA! UNEMPLOYMENT COMPENSATION BILL PASSED 
SAY THAT YOU WON'T BE SATISFIED WITH ANYTHING LESS THAN WHAT THE PRESIDENT 
OF THE UNITED STATES HAS CALLED FOR! If you belong to « business, professional or farm organization. 


fet your organization to WRITE or WIRE! Don't delay. De it now, Every workingman’s fam 





wen 
farmer, every business ond profesional man sil BENEFIT with # grod lew, All will suffer with @ weak lew 


You can see to it that the weak, watered.down bile ere rejecsed and that « good bill i passed. 


State, County and City ClO Councils and the 


UAW-ChG 





Governor 


Williams Says: 
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Mr. Carry. They show that the representatives of the big corpora- 
tions, who are supporting the Reed bill, and who are Republicans, are 
proposing amendments which would be very harmful and are willing 
to raise benefit maximums only by a miserly $2 a week allowance for 
the wife of an unemployed worker. 

The CaarrmMan. Are there any Democrats involved in that? 

Mr. Carny. They don’t seem to become the large manufacturers 
in Michigan, anyway. 

The CuarrMan. I hope you won’t make this committee a cracker 
box for partisan discussion. 

Mr. Carry. It is not intended as such. 

I am trying to show here, and I thought in diplomatic language 
that President Eisenhower 

The CaarrMan. Is that what you call diplomatic language? 

Mr. Carry. For me, Senator. 

Now, President Eisenhower, leading a Republican administration, 
made some recommendations. I am trying to show that we cannot 
rely on even other Republicans, in, say, the State of Michigan, follow- 
ing the views expressed by President Eisenhower, in carrying out the 
program he suggested. 

The CHarrMAN. I am suggesting that probably you will find some 
Democrats among the objectors also. 

Mr. Carry. I can find more Democrats that have opposed Presi- 
dent Eisenhower’s recommendations than Republicans, I suppose. 

Comparable difficulties are being encountered in New Jersey and 
New York, where the legislatures are likewise controlled by Republi- 
cans. 

Even where maximum amounts have been raised, it has often been 
at the cost of oversevere disqualification provisions. 

The CuatrMan. I would like to call your attention to the fact that 
this is a condition which has not developed overnight. This has been 
running long past the present administration, and perhaps if there is 
any blame, it should also be shared by the Democratic administrations 
who controlled legislatures and who probably still control some legis- 
latures in this country. 

Mr. Carey. Yes, sir; and I think you will find in our testimony 
that we make mention of that, as well. 

The CuarrMan. | hope so. 

Senator GrorGe. It might be noted that the Democrats kept up 
re nt, though, to a pretty high level. 

The CuarrMan. You had to fight a couple of wars to do it, Senator 
George. 

Go ahead 

Mr. Carey. I knew I wouldn’t have to make that remark. The 
Senator was there. 

I should like to quote a few sentences in this connection from an 
article on State Unemployment Insurance Legislation, 1953, in the 
December 1953 issue of the Social Seeurity Bulletin, published by the 
United States Department of Health, Education, and Welfare. The 
article states: 

On balance, the amendments result in (disqualification) provisions somewhat 
more ap seit than those in effect before the legislative sessions * * *, 


The character of the new disqualification provisions is to make it more difficult 
for dis a ilified claimants to reestablish vheir entitlement to benefits by requiring 
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some reemployment and earnings as a condition for lifting the barrier. It is 
likely that these provisions would have the effect of completely wiping out rights 
under the program in periods of increased unemployment and decline in work 
opportunities. 

In a similar manner, eligibility provisions have often been made 
more restrictive so that with growing unemployment, a larger percent 
of persons who think they are covered by unemployment insurance 
will find that they are denied benefits because they were not able to 
find work for a long enough time. 

Confronted with this situation, we strongly urge that the Congress 
enact a minimum Federal standards bill which would require States 
to raise benefits and extend duration, and would prevent too severe 
conditions for eligibility and disqualification. 

We urge that you incorporate such standards in any bill reported 
by your committee. 

The CIO social security committee has endorsed proposals for 
standards which they believe are a reasonable goal for protecting work- 
ers and adding to purchasing power. Under these proposals, benefits 
would be payable to all unemployed individuals for a period of not 
less than 39 weeks. The maximum primary benefit payable under 
State laws would be not less than two-thirds of the State’s average 
weekly wage or the national average weekly wage, whichever is greater, 
with additional amounts for dependents. Subject to this maximum, 
each individual’s primary benefit would be not less than two-thirds 
of his weekly wages, plus dependents’ allowances. 

If your committee is not willing to go this far, we strongly urge 
that you recommend Federal standards at least equal to those ad- 
vocated by the Federal Advisory Council to the Bureau of Employ- 
ment Security and to those which President Eisenhower recomme nded 
to the States. These would mean uniform duration of 26 weeks and 
maximum primary benefits equal to at least three-fifths to two-thirds 
of average weekly wages. 

Provision of adequate unemployment insurance benefits is one of 
the most urgent and practical steps to check and reverse recession 
that the Federal Government can take. 

Unfortunately, the Reed bill ignores the need for raising benefits. 
Also unfortunately, the Reed bill would hold down benefits in the 
very States where unemploy ment 1s most severe. 

Take, for ex: ample, the situation in Rhode Island, which has chroni- 
cally had the highest rate of unemployment in the Nation due to no 
fault of its own but to the nature of the industries in the State. In 
nearly all years, Rhode Island has been charging a contribution rate 
of 2.7 percent from employers, about double the national average. 
Rhode Island’s maximum is still only $25 a week, but its reserve is 
low because of heavy unemployment, which regularly runs above the 
national average. The Reed bill would require that if money were 
advanced to Rhode Island to meet benefit payments, the Federal 
tax on employers would automatically go up an additional 0.15 per- 
cent of payrolls on the second January following the date of the loan 
if the loan had not been repaid. Additional increases would be 
imposed each year. 

Senator Frear. | wonder, Mr. Carey, if in the light of this last 
paragraph that you have just read, would it be better, perhaps, to 
disperse an industry located in one section of the country, to avoid 

45744—54——-9 
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what is happening in Rhode Island, and replace it by something else 
that may have an all-year-round employment. 

Mr. Carny. The condition in Rhode Island, sir, to my knowledge, 
is as a result of dispersal of industry, at least in part, meaning the 
textile industry. 

Senator Frear. Yes, but I think the source or the root of the evil 
probably went back to the beginning, that Rhode Island was at the 
present time so unfortunately situated as to have a one-industry 
State. Had they had a varied group of industries the effect would 
not have been as great as it is, today. Not saying that it can be 
cured overnight, or that it has developed within the last year or two, 
but as a general program, would it not be better that we eee more 
diversification? 

Mr. Carry. It would be, sir, especially in the orderly expansion 

in American industry that has been going on for some time. It 
would be, of course, better to have in the State of Rhode Island some 
of the present expansion operations that were subsidized by the 
Federal Government through tax arrangements and other matters. 
Sut we would contend that, rather than wait until such time as you 
had an orderly expansion of industry to put all our State economies 
on a balanced basis, that we manage with the techniques that have 
been developed in this democracy of ours, to meet the present-day 
requirements of the people in that State. We emphasize that unem- 
ployment insurance should be used as one of the methods of meeting 
the conditions that grow out of some of the practices over which the 
States themselves had very little concern. 

Senator Frear. Since we agree that it didn’t happen overnight, 
have there been recommendations made either by a State like Rhode 
Island, or operations incorporated in the employment of people, that 
have in effect anticipated what might happen as has happened in 
Rhode Island? 

Mr. Carry. There have been several excellent proposals made to 
meet the requirements, there, but some of those proposals get resist- 
ance. And I might suggest that none of them have been adopted. 

Now, some of the resistance grows out of the fact that some em- 
ployers unfortunately believe that it is good to have a pool of unem- 
ploved. They believe it is good to have more people than they have 
Jobs, and in that fashion they can reduce standards. In that fashion, 
it operates against their interests. However, they produce goods for 
markets that are not limited to the State. Those products that are 
produced in, say, the State of Rhode Island, are sold in other States 
as well, so there are some items required in an economy such as ours 
to meet these adjustments, to shore it up. 

I would suggest that the program of unemployment insurance, 
which, as we see it is largely based on an insurance poo] arrangement: 
the wider that pool be made beyond the State of Rhode Island, the 
better it is for Rhode Island and the other States as well. 

Senator Frrear. Was that the original concept of unemployment 
insurance? Was it at that time thought that it should be at the State 
level, but with Federal supervision recommendations at the top, when 
unemployment went into effect? I mean unemployment insurance 
came into effect. 

Mr. Carry. We had the hope that it would be a Federal-State 
unemployment program, and we believe the standards must be estab- 
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lished with proper consideration for the standards in other States as 
well as in that individual State. We certainly believe that in a great 
number of cases—perhaps in the field of education—you have to tax 
where the money is, you have to educate where the children are. Our 
concept of Government does not leave to the border States the main- 
tenance of our Navy, or some of the other operations of our Nation 
that are essential to its well-being. 

Senator Frear. What I am attempting to bring out is the fact 
that at the time this legislation took effect, that a 3-percent tax on the 
payroll was an overall picture and not particularly a State picture. 
That is. it was not developed that Rhode Is sland would be in the 
position it is today, at the time legislation was enacted. 

Do I understand from you that that is the picture? In other words, 
that the whole thing at the time of enactment was set up on a Federal 
level or a national level, but administered by the State, and that is 
why the 3-percent figure was made, at the time. 

Mr. Carny. That’s correct, sir. 

Senator Frrar. Now, then, we find ourselves in a situation where 
because of something pro} bab ly not attributable to the States, but 
there are States in which the uner perma compensation fund is 
nearing depletion. So it is your opinion and that of vour organiza- 
tion that because of that, then, the assistance or the income from other 
States should go to the aid of Rhode Island, or other States. 

Mr. Carry. Certainly. 

Mrs. Exviickson. Mr. Chairman, there is a point connected with 
Rhode Island, that I feel, having attended the hearing yesterday, 
ought to be expanded at this point. Yesterday, Senator George 
asked a question about the effect of the Reed bill, which the State 
administrator from Georgia answered, and I believe the answer did 
not clarify the situation, or, to put it more bluntly, I think it was 
incorrect. 

You asked, Senator George, whether, if a loan has not been repaid 
on time, under the Reed bill, the State would still have a 2.7-percent 
offset against the Federal tax. I believe that was your question. 

Senator GrorGe. Yes. 

Mrs. Exiicxson. Mr. Williamson, the State director of employ- 
ment security from Georgia, as I understood it, stated that the 2.7- 
percent offset would stand unchanged. I checked this last night 
and found that the bill itself states that “the total credit—”’ and then 
there are some irrelevant words—‘“‘shall be reduced by 5 percent of the 
tax imposed by section 1600. 

In other words, the 2.7 percent offset is reduced by the amount of 
increase in the Federal tax, which means, then, that a State such as 
Rhode Island, under the Reed bill, if it borrowed money, would find 
it would have to repay it automatically through an increase in the 
Federal tax which would reduce the credit against the Federal tax, 
or the offset for the State. 

Senator Frear. That is assuming the total tax cannot go beyond 
3 percent. 

Mrs. Evuicxson. The tax would go beyond that percentage in most 
States because under the State laws the State taxes would go up any- 
how, even if their offset were reduced. I believe 36 States have pro- 
visions which require that with low reserves, their rates will go up to 
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2.7 percent and the Federal tax would keep rising and rising if the 
loan was not repaid. 

Senator Frear. Then according to a schedule in your testimony 
which we probably haven’t gotten up to, and pe rhaps I shouldn’t be 
commenting on it, it would bring it up to 3.3 percent? 

Mrs. Exxicxson. It would depend on how many years went by. 

Mr. Carry. In further response to your question, I also refer in 
my testimony to the impact in Rhode Island, as follows: 

‘A still higher tax in Rhode Island would accentuate her unemploy- 
ment problem. It would be extremely difficult to improve benefits 
to decent levels required for the welfare of workers’ families and for 
the maintenance of purchasing power throughout the State. 

Important supporters of the Reed bill favor the requirement about 
raising employer taxes precisely because they wish to hold down bene- 
fits. This is revealed by a paragraph in the memorandum of the 
officials of the Interstate Conference of Employment Security Agencies 
to which I have already referred. In discussing the provision of 
the Reed bill for repayment of the loan through raising the Federal 
tax, the memorandum states: 


Belt tightening by both (labor and management) would be essential to simply 


getting out of trouble. If, in addition, a loan had to be repaid when the system 
was again solvent, further ana protracted belt tightening would be required. As 
long as the loan didn’t have to be repaid and more could be had with definite 
repayment strings, why cut benefit rates and raise contribution rates, et cetera. 


In this sense the loan without definite repayment proviso would be worse than a 
grant 

Rhode Island is not the only State in which harsh provisions for 
repayment of loans will tend to hold down benefits. The heavier 
the unemployment in the months and years ahead, the greater the 
number of States that will find that the reserves they have accumulated 
will be too small for making adequate unemployment insurance pay- 
ments. 

It would seem of the greatest importance to have estimates for 
each State on this very point. Such estimates should take into 
account possible levels of unemployment and also possible enactment 
of more liberal benefit provisions. At the very least, the effect of 
President Eisenhower's proposals should be considered. 

We have asked the United States Department of Labor for current 
estimates of this type but have been told that none are available at 
the present time. We urge you, however, to seek such information 
and to give careful consideration to the number of States that might 
require help if unemployment is great and benefit provisions are 
adequate. 

Employers will, of course, in many cases, as they are in Michigan, 
attempt to cut contribution rates still further. We believe that 
adequate benefits must be given prior consideration. Employer con- 
tribution rates should go up if this is the only way in which more 
adequate benefits can be obtained. 

We opposed the adoption of experience rating primarily because it 
increases employer opposition to better benefit provisions and to 
claims of individual workers. Now experience rating will tend to 
force employer contribution rates up in bad times after cutting them 
in good times. Since employers have favored this arrangement, they 
should not complain if they must now pay the price. Nevertheless, 
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we are sure that they will complain and will make every effort to hold 
down benefits so as to minimize their taxes 

Senator Frear. Don’t you think, also, Mr. Chairman, however, 
that it does have some power on the employer in keeping his employees 
at a more than he might ordinarily? 

Mr. Carry. We find that is not so, sir. 

eee Frear. Is that true in Delaware? 

Mr. Carry. Yes, our experience indicates that what sounded like an 

excellent program to encourage continuity of employment, did not 
serve the purpose attributed to it. 

[t is easy for a utility corporation to maintain stability of employ- 
ment and ‘thereby vet reductions in their tax obligations. It is ex- 
tremely difficult, in the State of Delaware, as other States, when other 
industries are unable to do that. You are asking employers to 
provide stability of employment when they can’t also affect the con- 
ditions under which they have to operate. 

I happen to be associated with an industry that has large corpora- 
tions and they are very profitable. They are multiple product cor- 
porations and matighs plant corporations. It is much easier for 
General Electric or Westinghouse, who manufacture thousands and 
thousands of iaeia, to maintain continuity of employment, just as it 
is for a utility corporation. But, a leather manufacturer might have 
considerable difficulty, and so might textile manufacturers. 

Senator Frear. | think you mentioned one thing right there. 
Of course Wilmington is the center of a large leather manufacturing 
industry and there are several employers in Wilmington that I know 
of who have ke ‘pt their people on working for the benefit of the unem- 
ployment contribution merit rating as we call it in Delaware. Also, I 
believe the nylon plant in Seaford, oe I don’t believe that is a 
member of your organization, however, but 1 know it is true that they 
have kept people on when they were accumulating stocks, to continue 

employment for their employees. 

Mr. Carry. Senator, they may be able to for a day or two. They 
may be able to find other work not in the regular course of production 
that people can do, but you have many many corporations m the 
State of Delaware that supply products for corporations in other 
States and they could not maintain, even for the purpose of getting 
a better rating, employment in those shops, if they don’t have a mar- 
ket for their goods readily available. 

Now, 1 am not suggesting that it is a matter of a day or two, but 
you take the television industry where you have such a tremendous 
reduction in employment. There the assembly plants imme diately 
ordered the stoppage of production of certain items produced in the 
State of Delaware. 

Senator Frear. I think I understand the point that you are making, 
Mr. Carey, but I can’t agree with you, as far as it applies to the State 
of Delaware. I must admit that my knowledge is probably limited 
to the State of Delaware, and I don’t know much about the overall 
picture, but my recollection of the employers and employees in Dela- 
ware is that this merit rating had been an incentive to the employers 
for the benefit of the employees, by continuous employment. 

I don’t want to belabor this in front of the committee because it 
really is a State matter perhaps, more so than the others, and I appre- 
ciate the consideration of the committee. 
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Mr. Carry. At the end of the testimony, I would like Mr. Kranz 
to comment on that because we found that this merit rating proposi- 
tion was so actively promoted by employers that we have come in 
contact with. Mr. Swope of the General Electric C orp., for instance. 
He very sincerely believed in it and we would discuss it from time to 
time. We couldn’t quite arrive at the point where the practical ap- 
plication of his good ideas would prove beneficial. 

Senator Frrar. I appreciate the patience of the chairman. 

The CuarrMan. That’s quite all right. 

Mr. Carey. I would like to express, if I may, appreciation to all 
members of the committee sitting in this particular hearing, because 
I know the matter is quite technical in nature. I wish this was an 
unimportant matter, but it is not technical to millions of people who 
are confronted with unemployment, and I want to say a word of 
appreciation in behalf of the C IO, to the chairman and the members 
of the committee here and giving careful attention to this extremely 
important question. 

Kmployers are already attempting to hold down benefits not only in 
connection with changes in State laws, but in fighting claims of their 
former workers for benefits. Pressures on State agencies are increas- 
ing to deny claims for benefits so that the employer’s account will not 
be char; ged with the money paid out. Since workers often do not 
know that they must 7 al denials of claims within a few days, an 
increasing number are finding out that they have lost all right to 
benefits even though they had a perfectly good claim. 

These evil results of experience rating are already incorporated in 
State laws, varying according to the particular provisions. You are 
being asked in the Reed bill to strengthen these unfortunate pressures 
on benefits through enacting a Federal requirement for forcing up 
employer taxes if loans are to be obtained. 

2. Federal aid should be made available to States with high un- 
employment levels on a reasonable basis so that they can and will 
provide adequate benefits without risk of being unable to meet the 
payments. In a period of business decline, falling purchasing power, 
and growing unemployment, employer contribution rates should not 
be forced to ever-higher levels as a condition of receiving Federal aid. 

The essence of insurance is pooling risk. There is every reason 
why the Federal Government should help States with high unemploy- 
ment rates. Such high unemployment is due to the industrial struc- 
ture of these States, not to any fault of their own. In this day of 
national markets, national corporations, and population mobility, it 
makes no sense to say, as the Reed bill does, that each State must be 
a completely separate insurance system in meeting its own unemploy- 
ment load without any pooling of risk on a national basis. 

Unduly high employer tax rates in one State, as compared with 
competitive States, add to the difficulties of the first one in maintain- 
ing employment. 

In the following table we have listed 15 States to illustrate the 
present diversity of employer contribution rates and the possible 
drastic effects of the Reed bill through forcing up such rates in the 
next few vears when unemployment may still be increasing. 

The CHarrMaAn. That is on page 15 where you are reading? 

Mr. Carey. It is on the next page. 
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Massachusetts and Rhode Island are included in the table because 
they are two States where unemployment regularly runs high and 
where the reserve problem is difficult. The other States are included 
because their Senators serve on this committee. We are not implying, 
by including them, that they will in fact need Federal loans even if 
national une mployment grows very heavy. As already indicated, 
we believe your committee should carefully review the possible need 
for help of all the States if benefits are substantially improved and if 
unemployment becomes even heavier. 

The amounts shown are all in terms of percent of payrolls and are 
all in addition to the present effective Federal tax of 0.3 percent. The 
Reed bill increases the Federal tax 0.15 percent each year if a loan is 
not repaid, thus doubling it after 2 years. 

(A table appearing at page 17 of Mr. Carey’s prepared statement 
telkens s:) 


State bution rate 





Colorado l l 
Delaware 6 2 
Georgia 1.2 1 
Kansas 1 1 
Louisiana ; 1.8 9 
Massachusetts 2.7 0 6 
Nebraska. 5 2.2 . 8 
Nevada 

North Carolina 
Oklahoma 
Pennsylvania 
Rhode Island. 2.7 0 
Utah 1.1 1.6 2.2 
Vermont . 1.5 1.2 1.8 
Virginia 6 2.1 


mbhorothon 


t 


t 


NOTE Amounts shown are all in addition to present effective Federal tax of 0.3 percent. The Reed bill 
increases this tax by 0.15 percent a year if loan is not repaid 


Mr. Carry. Why should prospective tax increases of the kind shown 
in the last column be imposed as a Federal threat if States should need 
financial assistance? States may well prefer to build up their funds 
in good times and hold down taxes in bad times. The Reed bill would 
virtually prevent this for all States. 

We believe that the Federal Government should make outright 
grants to States suffering from high unemployment. Sound arrange- 
ments for this purpose can be developed that will encourage the 
payment of adequate benefits, not place States in a straitjacket, and 
at the same time see to it that adequate contribution rates are main- 
tained. 

The primary concern of unemployment insurance is and should be 
the protection of workers. Unfortunately, the program has been 
perverted in many places by efforts to safeguard employers funds and 
hold down taxes. We believe it perfectly possible to have a sound 
system of grants without any more than the minimum of abuse that 
accompanies any type of program, whether public or private. 

Adequate funds for effective administration of the State employ- 
ment security agencies should be provided through regular congres- 
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sional appropriations and through a contingency fund of $25 million 
to $50 million to be utilized in periods of heavily increasing costs. 

With adequate appropriations and a contingency fund it will be 
possible to maintain proper functioning of the Federal and State 
employment security agencies as une mploy ment grows. We strongly 
favor adequate appropriations and consider it most unfortunate that 
slashes by Congress in the last session caused the closing of many 
small local employment offices and the substitution of biweekly pay- 
ments for weekly payments in many States. 

The allocations to the States for the current fiscal year were about 
$20 million less than they would have been if the administration’s 
budget recommendations had been approved by Congress last year. 
This type of experience naturally has helped to increase dissatisfac- 
tion with the present method of financing administration. 

The CHarrMan. Let me interrupt you. Do you happen to know, 
or does anyone in the room know, how long Massachusetts has been 
running a—wait until I get the figure—how long has Massachusetts 
been maintaining its present rate? 

Mr. Carry. To the best of my knowledge, sir, it is 3 or 4 years. 

Mrs. Eiiicxson. The average employer contribution rate was 2.7 
percent in 1953, in 1952, and in 1951. However, it was lower than 
that in the previous years. I can give you some figures on that if 
you wish them. 

The CuHarrMan. Let’s have them. 

Mrs. Exuuicxson. In 1950, the preliminary figure was 1.9. I 
suppose that may have been changed slightly. For 1949 it was 1.41, 
and in 1948, it was 1.31. 

I have these figures also for earlier years, if you want to go back. 

The CHatrMan. Do we have any statistics that show the effect 
of the increase of rates on the reserves? 

Mr. Murray. Yes, sir, we can supply those. For Massachusetts, 
you wanted it? 

The CHatrMan. I wanted it for Massachusetts. If you have it 
broader than that, 1 would like to see it in Rhode Island and other 
distresse d areas. Make it as broad as you can. 

(See selected data and tables, p. 24.) 

Mr. Mi RRAY. Yes, sir. 

The CHarrMan. Go ahead. 

Mrs. Eviickson. There is some other information which we have 
here which I think would be worth putting in the record dealing with 
the rate of unemployment in the different States. 

The CHatrMan. We would like to have it. 

Mrs. Exuicxson. I have tables secured from the Bureau of Em- 
ployment Security on this point. They are rather substantial, but 
the material is not readily available. 

The CHarrMAN. For what period of time? 

Mrs. Extiticxson. These are by vear, showing the figure for each 
State for each month, and this is the ratio of insured unemployment to 
the total number covered by the program. 

The CHarrMAN. Over what period of time? 

Mrs. Exuicxson. This is for the years 1947, on. 

The Cuarrman. I would appreciate it if you put it in the record. 
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Mrs. Ex.icxson. This makes clear the point that the States do 
differ greatly in the rate of unemployment and that the fact that cer- 
tain States have low reserves is due primarily to that and not to over- 
liberal benefit provisions. 

The CHAIRMAN. I am very much interested in that statistic and 
I would be glad to have you put it in. 

(The information referred to follows:) 


State insured inemployment in selected eck. 1949. a ent of average monthly 
covered en ment} 
Fel \ por.| M n 
Re ) nd State Jan * My 4 v ve 
s 12 9 ) ) s 9 
rotal 1.7 ) ) f f ” 





$ ) 24 8 s 8 { 
7.9 8. 4 87 I | 4 S| 10.( 
t l t 2 hf s t } 4 ; 60 t 7 
7 ) » 12. ¢ ) ) 8. ( } 2 
8. ¢ ) ) s 5 1 \ ( ) 
+ ¢ f ) l ),2 x SS 8.2 N ( 6.4 6.1 } 
2.1 2. ¢ 9} 2 rf 2 2 5 { ) 
Fi { ~ { 6.9 
6.9 2 ( ( 8 ) & 4 & ) Ry 8 
1.2 4.4 f 1.8 { ( ) 7 6.4 6.8 
nbia 1.7 2 2. € 2.4 1.8 1.9 2.0 
2 1 4 1.9 t ; +. ¢ 5 
4.4 { f f 6.6 | 6.2 { { 4.2 
2.7 3. 4 7 f S ; ( | 1 f 
0 1.1 i 1.9 2 6. ¢ s 6.8 | 6.6 
{ 7 6.9 f 7 7 7.4 7 6.3 f 6.3 
3.7 1.9 Ss f i 1.4 4 11.4 
2. ¢ 3. 1 s 1 4.2 { 2 8 ( 6.4 
Region \ 
Illinois 8.3 1.0 4.4 1 6.3 6.8 6.9 3 { 7 i 
Indiana 3.3 3.8 1 4.1 4.2 4.1 1.1 1 1 3.3 4.1 4.7 
M innesota 3. € 5. 1 4.4 1. 2 Re ; } 2.3 3. 2 9 
Wisconsin 2.8 3. 1 4.3 3.3 l 3.0 9 3.2 2. 9 ..2 
Region VI 
Alabama 3.6| 46] 5.3] 58] 6.¢ V4 ROL. S| 723) GL ae ) 
florid 1.7 1.4 4.5 4.1 1.9 5. 7 8.3 7. ¢ 6. 2 1.8 
Georgia 3. 2 3.8 4.2 4.4 l 5.3 4 4.5 3. 3. 7 4.1 
M ississippi 5.0 6. ¢ 7.3 6.8 6.9 6.2 6.6 7 5.9 5. 0 4.9 6.1 
South Carolina 3.4 4.) 4.6 5.3 6.4 6.7 6.1 6.9 5.5 1.8 1.7 5. 2 
Tennessee... 7.9 9.3 9.9 ,8 8 F & QF 8.4 73 6.3 7.3 6.8 
Region VII 
lowa 2.3 3.2 3.4 3. ( 2.3 2.2 2.2 2.2 1.7 1.3 1.8 2.6 
Kansas 2. ¢ 1.4 4.1 1.2 2. ¢ 2.2 2.1 2. 5 2.d 2.6 3. 2 3 
Missouri 3.8 | 5.0 4.9 4.7 4.7 4.4 4.3 { 3.8 3. { 5 
Nebraska 2.1 3.2 2. € 1.8 1.3 1.1 1.2 2 1.1 9 l.< 2 
North Dakota 3.0 5.2 5. 4.2 1.1 7 7 7 4 1.2 3.4 
South Dakota 2.21 38) 35 2.3 1.1 7 8 8 1.2 2.8 
Region VIII 
Arkansas +.9 8.3 7.9 6.8 5.9 2 4 5.1 4. ¢ 4. ¢ 5. 0 
Louisiana 2.9 5.3 1.9 0 4. 1.9 4 1.9 1.8 
New Mexico 1.9 - . 2 2.9 2.4 3.0 2.7 72 2. § 3.2 
Oklahoma 3. 6 6. 2 8 2 18 1.8 4. ¢ 7 2 4. 5 1.9 
lexa 1 2.0 2.4 2. 4 2.2 2. ¢ 1.9 2 1.9 1.6 1. € 7 
Region LX 
Colorado 2.2 0 9.9 1.7 2.9 9.5 2. ¢ 2 5 2.2 3.1 4. ] 2 8 
Idaho 6.1 8.3 7 3 2 1.5 9 2.8 2.8 2. ¢ 7 
Montana 4. | 6.6 6. 4 t » 0 2.2 ; 2 2.1 2. 0 2.3 0 
Utah 6 6.8 | 2 Lei 9 1.2 { 1.4 
W voming lef 2 2.9 2. 1 l l 1.1 1.1 l ; 1.7 2 
Region X 
Arizona 1.4] 6.2] 6 71 471 49) 48/1 64] 5.9] 5.1 F \ 
California 8.8} 11.4 2.2 1.5 { 8 ) 8.9 7.7 g 4 
Nevada 5.4 s 7.4 6.1 4.7 ) $ 3 5 { 
Oregon 1 2.8 ) 7 { 4. ¢ 7 6.0 7 s 
Washingtor df 11.9 8 t i t 6. 2 6. 2 6. 2 1.2 2 
Average monthly covered er loy1 tf 12 lir De s 
Source: U. 8. Department of La , Bureau of | loyment Security, USI division of Repo ind 
Analysis 
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Total | 3.8 3.4 2.9 2.9 3.0 3.0 3 2 3.0 94 2.6 27 3.0 


Region I | H 
Connecticut | 25 2 1.7 1.8 2.1 2.1 2. f 0 2.5 2.3 2.1 1.8 
4 l } 5. 5 t D. 2 





2. 5 2.0 2 
Maine | 6.3 5. 1 2 7. S 6.6 . 5 4.¢ 2 3.8 5. 1 6.4 
Massachusetts } 3.8 0 6 7 4 4.4 4.0 3.7 9 7 3. 3.4 
i New Hampshire 5.0 10) 3.3 5. 6 8.3] 6.9 5.9 5. 5 6.5 8 7.0 6.6 
i Rhode Island 4.9 4.2 4.8 5.2 8.6 9.4 9. 6 9. 1 0.0 9.6 7.4 7.1 
Vermont... 3.2 2.2 1.38 2.3 2.5 2.2 2.9 2.9 2 3. 2 2.9 3.3 
- Region II: 
Delaware 2.1 1.8 1.3 1.0 1.2 43 1.1 I } 1.0 0 1.2 
New Jersey 4.4 3. 4 2.9 3.9 3.8 3. $ 2 8 . 1 l 
New York 5.5 4.2 s ' 1 5.4 2 4.5 4.2 4 4.3 4.6 
Pennsylvania 3.1 2. 5 2.2 2.6 2 2.4 2.8 2.8 2.7 2.4 2 2.6 
Region III 
e District of Columbia 1.6 1.8 1.3 1.0 7 7 f 6 PR 
Maryland 2.6 2.2 1. ¢ 2.1 2.1 2.2 I 1.3 1.4 
North Carolina 2.9 2.8 2.8 3. 0 4.0 5 . O 1 ¢ 8 3.8 
Virginia Ee 1.7 1.4 | 1. f 2.3 2.8 2.3 1 2 1.3 1.3 
West Virginia 4.1 4.0 3. 1 3. | 2.9 2.8 3 2.8 2.3 2.3 2.2 2.7 
Region IV 
Kentucky 3.7 4.2 4.0 4. ¢ 4.9 4.5 4.3 ) 2 x 7 
Michigan 4.1 7 2.1 S ] 2.4 2.9 4 8 I B 5 
Ohio 2.1 2.2 l l l 1. 5 l 4 l 1. ¢ 1.7 
Region \ 
Illinois 3.6 . 2 2.4 2 5 3. 4 B. g » 2.8 2.4 2.3 2.4 
Indiana Le 1.8 l t 2.0 1.9 2.4 2. § ) l 1.5 2.0 
Minnesota 3 4.1 ) 4 l 1.4 1.2 l 1.2 2.0 
Wisconsin 2.0 2 1.4 l 8 7 | ) 8 ) 1.7 1.6 
Region VI 
Alabama 3.8 7 ( 2 3 4 0 2.7 4 3.0 
Florida 3 2.4 2.0 8 2.3 2 4 4.4 1.4 2.7 2.3 
Georgia 2.9 2.4 2. ( 9 2 0 31 2.8 2.9 2.2 2 2.5 
Mississippi 5.8 7.0 4.9 { s 7 1.7 1.1 1.9 2.7 8. 5 4.4 
South Carolina 2.9 2.8 2 2 2. § 2.7 ) ; } ) 3.0 
‘Tennessee 5.3 5.9 8 $ 4.2 4. ¢ 5.9 1.6 s 4.1 5. 0 5.2 
Region VII 
Iowa 2. 1 2.2 1.9 1.4 3 ’ 1. ( 8 7 7 7 9 
Kansas 2.6 2.8 2.2 ! 1.0 ) 1.4 4 1.2 1.0 1.2 1.3 
Missouri 3.2 3.1 mG 2.8 a7 2. 5 2 2.1 2.4 0 23 3.3 
Nebraska 2.4 2.9 2. § 1.4 s 5 ' { 4 4 7 
North Dakota 5.0 6.7 6.8 1.5 1.2 5 ' $ 6 2.6 
South Dakota 3.9 4. ¢ 4.3 2 S 5 4 } 1.0 
Region VIII 
Arkansas 5.3 6.0 4.7 1.2 3. 6 2.6 2.7 2.5 2.3 1.8 2.9 3.8 
Louisiana : 4.2 5.3 4.5 4.2 1.0 3.4 3.7 3. 4 2.8 2. 5 2.3 2.7 
New Mexico... 2.1 2.5 2.3 1.7 1.3 1.0 1.1 ) 1.0 7 8 1.2 
Oklahoma 4.0 4.4 4.1 3.4 2.9 2. 6 2.4 2.3 2.1 1.7 2.2 2.6 
Texas ; ‘ 1.1 1.2 1.1 1.0 9 8 8 8 7 6 Py 8 
Region LX 
Colorado 1.6 1.6 1.2 1.2 9 8 7 t t 1 6 
Idaho 7.0 7.0 5. 6 2.3 1.0 9 “a 1.1 ’ 7 1.5 3 
Montana 6.0 7.7 7.4 4.2 2.3 1.2 8 t 7 6 1.0 2.2 
; Utah : 3.2 3.8 3. 2 2. I 1 1.2 1.3 1.2 1.0 9 1.1 1.8 
» Wyoming dinates 2.7 3.5 3.1 1. € 9 6 4 1 3 3 4 9 
Region X 
Arizona a alee 3.1 3.2 2.8 2.2 2.1 1.8 1.8 1.8 2.3 l 1.7 2.2 
California : 5.9 5. 4 5.2 4.3 4.1 3.8 3.4 2.9 2. € 2.3 5 3.8 
Nevada... 5. 1 5.6 4.9 3. 5 2.3 2.0 1.8 ee 3 2. 1 3.5 
Oregon 7.2 7.1 6.9 2.8 1.8 1.2 2.0 1.8 l 3.3 5.5 
a Washington 6.2; 63) 59) 3.1 1.9 1.4 1.8 2.0 2.0 2.0 2.8 4.7 


1 Based on average monthly covered employment for 12 months ending June 1950 

2 Based on average monthly covered employment for 12 months ending September 1950 
§ Based on average monthly covered et vyment for 12 months ending December 1950 
4 Based on average monthly covered employment for 12 months ending March 1951. 


Source: U.S. Department of Labor, Bureau of Employ: 









vent Security, Division of Reports and Analysis. 
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Ratio of insured unemployment! in each census survey week in 1948 to average 
covered employment? in 1947, by State 
I stl pe ut 
in. | I Mar. | A May | Jun Aug. | St Oct. | Nov.| Dee 
10 14 13 10 8 12 { 1 ) 13 1 
I 
' Lo 5 t 4 2 t ; 3.5 
i Region | 
} Co ecticut 2.4 2. 2.3 2. 2.8 ) 5 2.8 3.1 
M iN 4 { ‘ 6.0 1 \ 8 2 0 6. 
Massachusetts { 1.9 : 3.7 4.4 
N ul shire 2. 8 1 ) +.¥ } 8 5.7 ) 
yl? Rhode Island C2] £0 2] 79] 8 , 
3.4 2 2 8 2 2.9 
4 4 4 t 4 Z 3.8 
} 4 4.3 4 4 9 tt Ss 
« 2. ¢ 2 l 1 1 1. I 
2.4 2 2. 4 2 2 é 2 5 1.9 2.3 
l l 2.2 t l 2 1.3 1.4 
1 2 2.9 2 LS 2.3 
1 1. 2 2 2.4 < 2 é 3.2 
) 1.3 2.8 2 1.4 2.0 
2.4 ~ 5 - Ss 2.4 
\l : s s 2. 4.5 S 3.2 
| 2 3.4 
Ce 2. 1 2 s 5 
M ) 2 , & ) 2.8 2 } 2 5 
Sou ( N 1.8 9 1 j 2 2.9 
I ¢ S 1.9 1.Y i :.4 t t t 6 
Reg VI 
kK ch 2.2 2.3 i 
\I 2 i 2 2.4 1.8 ) 2 
Oo l l 1.1 l 1L.€ 
Region VII 
Iino 2 
Indiana 8 { 2.0 2 ) 1 ) l ( 
W 1 l l 1.4 8 8 s ) i 
Region VIII 
\I ta . I 2 2.8 2 1.2 2.1 
Mont 1 1 4 1 { l t 1.7 
North Dakot 2.1 2.8 > 2 s 2 2 1.6 
South Dakota 2 2.2 l } 4 4 9 
Regi x 
low ( 2 2 l l Ss S ) 1.2 
Kansa a 4 3.7 me 2.3 1.3 I l i 1.1 l 13 1.8 
Missouri co. 3 5 3 3.4 3. 1 2.8 2.9 2.4 2.1 2.4 3.2 
Nebraska ] 2. 2.1 l.3 ) 8 j A 5 1.0 
Region X 
Ark 1.9 5. 4 5. 4 4.0) 3.2 2. ¢ t 1.9 1.5 1.8 2.9 
Louisiana 2.5 4.1 3 3.1 2.3 2.5 t ‘ 2.0 1.9 2.0 2.5 
Oklahoma 3.4 4.7 4.7 9 3.4 2.9 2.8 2.4 2.2 18 2.3 2.9 
lexa 1.0 1.3 1.4 lL. 3 1.1 ) ) 5 ‘ 7 -¥ 
Regi XI 
¥ Colorado bhi £6] LE LSP RET SY 4 1 . 6} 1.0 1.5 
New M r 7 2 23 8 j l % 1.0 1.4 
| . | } 2 2.3 ) t 1.7 1.4 4.4 1.7 
W i 1.1 1.Y 1.38 l ) ( t t 1.0 
Regio 
na 2.8 3.3 3.9 ) 2.8 2.3 2.4 ) 2.7 2.9 3.4 
* Califo la 6.3 ( 0 { ) j ‘ { 7.3 
Nevad 4.2 ) 4.4 2.8 2.4 2.2 2 5 3.9 
Region XIII 
Idaho 4.0 4.7 t 5 1.9 ) ) 8 8 3. 0 
Ore 6.1 4.7 4 3.2 2. ¢ 2 1.9 2.2 4 j 
W ington 5 6.2 1.7 3.8 2 2 3. 1 4.5 6.7 
1 Based on average monthly covered emplo ent for 12 iths ending June 1950 
2 Based on average monthly covered employment for 12 mit ending September 1950. 


3’ Excludes Alaska and Hawaii; data not availabl 
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State insured unemployment in selected weeks, 1952, as percent of average monthly 
covered employment ! 











State Jan, 12 Feb. 9 Mar. 8 Apr. 12 May 10 June 14 

Total 4.2 3.8 3.6 3.4 3.2 3.0 
Alabama 3.8 3. 6 3.6 3.4 3.9 4.9 
Arizona 2.5 2.8 2.7 2.3 1.7 1.3 
Arkansa 6.7 6.9 6.8 5.3 3.3 2.5 
California 2 5. 5 5.5 4.7 4.2 3.6 
Coloradk 1.2 1.2 ] 9 9 1.0 
Connecticut 2. 5 2.3 2.1 2.2 2.2 2.1 
Delaware 1.9 1 e l 1.3 1.1 8 
District of Columbia 1.1 1.4 1.1 9 7 
Florida 2.7 2.3 2.1 1.8 2.1 2.3 
Georgia 3.4 2.8 2.7 2.7 2.4 2.8 
Idaho 8.2 8.6 7.7 i | aie 7 
Illinois 3.3 2.8 2.4 2.8 1.2 3.5 
Indiana 2.7 2.5 ..2 2.0 1.8 1.8 
lowa 2 2.5 2 ee 1.5 1.1 
Kansa 1.3 2.0 2.1 1.6 1.1 9 
Kentucky 4.9 4.7 5.0 5.0 1. 0 5.5 
Louisiana 4.0 4.5 1 4.0 3.8 3.2 
Maing 6.0 5. 2 8 9.2 5.6 4.9 
Maryland 2.4 2.1 1.8 2. 1 2.5 2.1 
Massachusetts 4 4.2 0 5.0 5.1 | 4.6 
Michigan 5.3 4.6 3.9 2.8 2.0 | 1.6 
Minnesota 4.0 4.6 1.7 4.4 2.9 | 1.6 
Mississippi 6.0 6.6 6.9 5. 6 4.8 4.1 
Missouri } 2.9 2.7 2.5 2.2 ug 
Montana 5.5 6.6 6.1 3.8 1.6 .9 
Nebraska 2.6 3.4 2.7 1.7 1.0 .6 
Nevada 4.8 5.3 4.4 3.2 2.5 1.6 
New Hampshire 6.1 5.4 5.3 7.5 wet 5.9 
New Jersey 5.1 3.7 3.9 3.6 | 3.8 3.3 
New Mexico 2.3 2.5 2.6 2.1 | ae 1.2 
New York 5.5 4.8 4.6 4.6 4.5 | 4,2 
North Carolina 4.5 4.0 4.3 4.2 4.5 4.0 
North Dakota 5.8 7.9 7.7 5.4 1.0 .4 
Ohio 2.2 2.1 2.0 1.7 1.6 | 1.5 
Oklahoma 3.6 3.9 3.8 3.3 2.9 | 2.4 
Oregon 9.9 8.7 7.3 4.2 3.0 | 1.5 
Pennsylvania 4.2 3.5 3.4 3.5 3.5 | 4.0 
Rhode Island 9.0 | 7.9 7.5 | 7.6 8.1 7.7 
South Carolina 4.2 3.7 3.5 3.2 3.3 | 2.9 
South Dakota 3.1 3.5 3.6 2.5 3 4 
Tennessee 6.8 7.2 7.4 5.0 | 4.2 | 5.2 
Texas 1.0 1.2 | a4 ie 2 1.0 gy 
Utah 3.8 | 4.2 4.2 2.8 | 1.5 2.2 
Vermont 4.7 | 3.8 | 3.7 | 3.5 | 4.0 | 5.9 
Virginia 2.1 | 1.8 1.7 | 1.3 | 1.6 | 3.2 
Washington | 9.0 | 7.7) 6.1 | 4.0 | 3.0 | 2.3 
West Virginia 4.4 4.1 3.9 3.9 | 4.4 | 4.8 
Wisconsin 2.8 2.4 2.1 1.7 | 1.3 | 1.0 
W yoming 2.2 2.8 2.6 1.6 .9 7 


! | 


1 Average monthly ecvered employment, for the most recent preceding 12-month period for which data 
are available. 
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State insured unemployment in selected weeks, 1952, as percent of average monthly 
covered employment —Continued 





State July 12 Aug. 9 Sept. 13 | Oct. 11 Nov. 8 Dee. 13 
Total 3. 4 3.4 2.0 1.8 1.9 2.4 
Alabama 5.6 5.4 3. 4 2.9 2.9 3.4 
Arizona__. 1.6 1.8 1.6 ! 1.5 1.9 
Arkansas 2.8 2.9 1.8 1.7 2. 2 4.4 
California 3. 1 2. € 2.1 1.8 2.1 3.4 
Colorado 1.0 5 3 s 
Connecticut a 2.8 2. 5 1. § 1.2 1.0 1.0 
Delaware 1.2 1. f i f .6 1.3 
District of Columbia 8 8 —- i 8 1.0 
Florida. -- 4 4.0 4.1 4 2.7 2. 1 
7 Georgia 2.8 2.9 1.9 1.7 1.7 2.3 
Idaho 1.0 cca 7 1.2 4.7 
Dlinois___. 3 3. 6 2.3 1 1.6 1.9 
Indiana__. 4.6 3.8 1.3 1 1.0 1.3 
lowa 1.1 2.0 1.8 Y 6 L.1 
Kansas l 1.4 7 7 7 1.4 
* Kentucky 5. ¢ 5.3 ( 3. 4 6 3.4 
Louisiana 3.2 2 2.2 1.7 1.8 2.6 
Maine-- 3. 6 3.0 2 2. 2 3 9 
Maryland 2 2.5 1.2 1. ( 1.0 1.5 
Massachusetts 4. f 3.8 2 2.2 2.2 2.4 
Michigan 4 10. 2 1.8 1.4 1.4 1.3 
Minnesota. mie L.¢ 1.0 8 1.0 2. 0 
Mississippi ‘7 4.9 2 2.9 2 4.7 
M issouri : 2.3 2. 6 1.3 1.4 hd 1.9 
Montana 7 1 t 8 2.9 
Nebraska 8 6 3 4 1.4 
Nevada.. 1.2 1.4 1.5 1.4 5.2 2.8 
New Hampshire 6.0 4.6 4.6 3.9 3.5 3.5 
New Jersey 4.4 3.6 2.4 2.1 2.2 2.7 
New Mexico. ‘ 1.0 1.1 Ss 7 .8 1.5 
New York 4.4 3.5 2.5 2.3 | 2.6 3.2 
North Carolina 4.6 3.0 2.5 2.2 2.3 | 2.8 
North Dakota_--- E $ 5 4 3 -8 4.2 
Ohio... oe 2.2 2.2 as s 9 1.0 
Oklahoma_. a 2 2.6 2.1 1.8 2.1 3.0 
Oregon 2.2 2.1 2.0 2.9 3.6 6.8 
Pennsylvania 4.0 4.1 2. ( 2.3 2.1 2. 5 
Rhode Island 8.3 6.2 1.8 4.1 3.4 3.8 
South Carolina 3.3 2.7 2.0 1.8 1.9 | 2.2 
South Dakota_- : 4 4 } 4 5 | 1.6 
Tennessee - - - ‘ 5.4 4.7 3.0 3. 2 3.3 4.0 
Texas_- ) ’ 7 6 7 9 
Utah- 1.7 1.1 s 7 9 2.0 
Vermont.-_. . 4.3 4.7 3. 5 2.3 2.1 2.6 
Virginia. --. R ahaha 2.9 2.2 l ) 9 1.2 
Washington__-.. 2.3 2.3 2.3 2.6 3.8 6.8 
West Virginia... 6.4 5.9 3.2 2.9 3.1 | 3.5 
Wisconsin. ..-.-. eo 2.3 2.4 1.3 1.0 .8 1.4 
Wyoming... si ) 4 2 2 3 1.0 
1 Average monthly covered employment for the most recent preceding 12-month period for which data 
are available. 
, 
‘ 
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State insured unemployment! in selected weeks 1953-54 
employment ? 











State July 11 Aug. 8 5 
Total 2. 2.4 
(Alabama 3. 1 5 
Arizona 2.4 a. 
Arkansas 3.1 3 
California 2.8 2.3 
Colorado 7 8 
Connecticut 1.5 1. ¢ 
Delaware 8 7 
District of Columbia 1.1 1.2 
Florida 3.3 4 
Georgia 2 2.2 
Idaho l l 
Illinois 2.2 2.2 
Indiana 1.6 1.4 
lowa 1.1 1. ( 
Kansas 1.8 1.5 
Kentucky 3.9 4.1 
Louisiana 2.3 2. { 
Maine 2.9 2.8 
Maryland 1.9 1 
Massachusett 2.6 2.1 
Mic un E% 38 
Mint »ta 1.3 1.2 
Mississippi 1.3 4 
Missouri 2 7 
Montana ( 8 
Nebraska 
Nevada 1.8 1.8 
New Hampshire 4.8 
New Jersey l 
New Mexico 1.6 2.0 
New York f 3 
North Carolina 9 
North Dakota 7 
Ohio 1.0 1 ¢ 
Oklahoma 3. 2 9 
Oregon 2.9 
Pennsylvania 2 2.8 
de Island ) 4.2 
outh Carolina 2 
uth Dakota 4 t 
rennessec 4.1 ) 
lexa 1.2 l 
Utah l 1.4 
Vermont l l. ¢ 
Virginia 2.6 2. { 
Washington 2.6 2.38 
West Virginia 4. ¢ 1.2 
Wisconsin 2.3 2.2 
W yoming 4 4 
1 Based on average monthly covered ¢ 


2? Based on average 


Source: U. 8, Department of Labor, 


45744—54——_10 


monthly covered en 
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as percent of average monthly 


10 ‘ 19 Jan 9, 
No 4 Dec 1954 
2.2 l 3.9 
2. 4 ; ‘ 
2.4 2 3 4.1 
2. ( 2 4 18 
13 2 
l f 1.8 5 
] S » 3 
l 2 2.2 
t 10. 4 
l { 44 
) a. 7 3} Oo. 2 
t 2 } 
l.¢ 2 2 3 
4.1 7 & 9 
§ 9 3.9 
| ; & x8 
2. 4 3.2 7 1.9 
2.9 1 4 ) 
) l »g 4.9 
, 414 6. 2 9.4 
2 2 3 1.8 
‘ : . 
» 
1 ? 
( ( s 
4.2 4 
1.8 2. 4 3.4 $.2 
2.6 4 4.2 
L. od > é 
2 4.1 
4 ) 12 
2. ¢ 4 6.4 
$2 t 6.7 1.7 
e. ¢ , 4.1 
4 2. 1.3 
l ( Q 
l 1.7 2. 1 
l ) 3 4.9 
1. ¢ 2 4 6 
I l 2 4 
t 2 1] 
» i 0 { 7.8 
1.9 3. O 8 5. 1 
2 ] 2.9 
i Dec l ) 
Mar 
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Mr. Carry. The contingency fund that we are recommending will 
help to prevent a repetition of this but adequate annual appropriations 
should also be voted. 

We strongly oppose the provisions of the Reed bill which would give 
Federal grants to States for administrative purposes over and above 
what Congress appropriates. We do not object to ae of 
all funds collected by the Federal unemployment insurance tax for 
employment security pares. We strongly oppose the part of 
plan that provides that excess funds, above appropriations and ¢ 
specified fund, would be sive to the States in proportion to their 
taxable payrolls. States could use these additional grants for admin- 
istration over and above amounts which the United States Congress 
and the Federal Bureau had found necessary. This would tend to 
undermine the present budgetary review and appropriations procedure. 

Some strong supporters of the Reed bill would in fact like to end 
the Federal role in administrative financing and stop all congressional 
appropriations, giving all administrative ‘funds to the States auto- 
matically. Both these proposals might well lead to inadequate 
funds in the poorer States as well as wasteful spending in others. 

Automatic distribution of funds to States on the basis of taxable 
payrolls has no relation to the needs of individual States at a given 
time. Wealthy States get more than poor ones. Moreover, admin- 
istrative expenses are likely to be highest in any State at a time when 
its taxable payrolls are lowest and unemployment highest. 

Insofar as the States become less and less dependent upon receiving 
administrative funds from the Federal Bureau, they will be more 
tempted to ignore efforts by the Federal Bureau to maintain the 
Federal standards embodied in the law, including the labor standards 
which are intended to keep the threat of loss of unemployment insur- 
ance benefits from being used to undermine wage levels and unions. 

The Reed bill thus would undermine Federal leadership in maintain- 
ing and improving unemployment insurance in the very type of period 
that such leadership is most needed. 

It makes no sense to us to deny grants now to States heavily afflicted 
by unemployment to set up a plan which, in future years of slight 
unemployment, would make grants to all States automatically regard- 
less of need. 

The CHarrmMan. Did you say you had some material to put in, in 
addition to what has been put in? 

Mrs. Exiicxson. That includes most of it. There are a few com- 
ments based on yesterday’s testimony that I would like to add to this. 

The CHatrRMAN. Go ahead 

Have you identified yourself to the reporter? 

Mr. Carey. I did so at the beginning. 

Mrs. Exiickson. Regarding the use of administrative funds by 
the States to supplement what the Federal Government does, I think 
the argument could be expanded on the point mentioned yesterday 
on this. If Congress earmarked the proceeds of the Federal unem- 
ployment insurance tax, which we favor, you would have less trouble 
in getting adequate appropriations for employment security purposes. 
There would be less temptation to cut the budget below what is re- 
quested by the administration because this money would be earmarked 
for unemployment insurance and, therefore, could not be used for 
other purposes. So we believe that the earmarking, plus adequate 
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appropriations and plus the contingency fund, would enable the 
Federal Bureau to meet the needs of the States quite adequately. 

The CuarrmMan. Do you favor confining the use of the funds to 
benefits, as distinguished from administrative expense 

Mrs. Evuickson. We certainly do, and, of course, we believe that 
the funds should be made available to the States as grants related to 
need, as Mr. Carey has explained. 

The CHarrMAN. You favor confining the money to benefits? 

Mrs. Exxtickson. Very definitely. 

Mr. Carey. And to administrative matters appropriated by Con- 
gress for that purpose. 

The CuarrMan. That leaves me a little bit in doubt as to which is 
which. 

Mrs. Exrickson. You are talking about the surplus, I believe. 

The CuarrMan. Yes. 

Mrs. Extuicxson. Mr. Carey was thinking of the appropriations. 

The CHarrMan. There has been a suggestion that it be limited to 
benefits as distinguished from administrative purposes in the States? 

Mrs. ExvuicKkson. Yes. 

The Cuarrman. Now, what is your position on that? 

Mrs. Exviickson. Our position is that the surplus should be limited 
to benefits, but we believe under a different system than is being 
advocated. 

The CHarrMan. I understand. 

Mrs. Exiicxson. We would like to point out also that when the 
State administrators come and say they need more money from the 
Federal Government for certain purposes, as we understand it there is 
absolutely nothing in the way of the States appropriating additional 
money to meet the needs that were mentioned, such as controlling 
the cutting of wood in New Hampshire. If the State thinks this is an 
important function, the State can appropriate the money for that 
purpose. The States have accumulated certain funds called penalty 
funds through levying fines, and so on, which are available, but they 
haven’t even used up those resources from their own collections for 
some of these purposes. 

The CHAIRMAN. I am trying to keep an open mind on that, but I 
must say that struck me as a rather farfetched use of these funds. And 
I take it that is your own opinion. 

Mrs. Exxicxson. Yes. 

Senator Frear. Mr. Chairman, I am not very clear as to the 
question you asked, and as to what you mean by appropriations. 
Just what do you mean by appropriations, in your remarks? 

Mrs. Exxicxson. Well, what we mean is that we believe in a con- 
tinuation of the present system of financing administration in the 
States, under which the executive branch of the Government draws up 
a budget for money. 

Senator Frear. Is this National or State? 

Mrs. Exuicxson. National. And the National Government, then, 
has a budget it submits as part of President Eisenhower’s budget 
which provides so much money for the Federal bureau, and so much 
money which the Federal bureau will then grant to the States for 
carrying on their activities. 

Senator Frrar. Does that mean for benefits or strictly for ad- 
ministration within the States? 

Mrs. Exuicxson. This is strictly for administration. 
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The CuatrmMan. If I may interrupt, there was a discussion yester- 
day, there was some complaint from the States, that they submit 
their budgets to the Federal Government and the Federal Government 
does not in all cases comply with the kind of budget they would like 
to have set up. And, for example, one of our witnesses quoted the 
wood-chopping case which the lady has developed this morning, as 
something they would like to do under their budget which they 
submit to the Federal Government. 

Another example that was given was, the Federal agency is in favor, 
apparently, of budgetary amounts for accumulating general, overall 
statistics on fraud, but would not approve a request for an item to 
chase down specific cases in—what State was that, the State of 
Georgia? I think that was the testimony that provokes what we are 
talking about now, 

Senator Frrar. What percentage for the State budget for the 
administration, or the administrative budget of the State, is given by 
the Federal Government? 

Mrs. Exxuickson. Well, the entire amount is given, 100 percent, 
except that it can be supplemented through these other sources. 

Senator Frear. In other words, all the administrative costs of the 
State unemployment funds is contributed by the Federal Government. 
It is not necessarily a part of the three-tenths of 1 percent that the 
employer pays to the Government, because I understand that goes 
into the general fund, does it not? 

Mrs. Exviickxson. Yes. 

Senator Frear. But, an appropriation through the Bureau of the 
Budget is made, based on the request by the individual States? 

Mrs. Exvuickson. Well, the individual States, I believe, make esti- 
mates to the Federal Bureau. The Federal Bureau then develops 
recommendations that go from the Secretary of Labor to the Bureau 
of the Budget and the final recommendation is then incorporated in 
the President’s budget recommendation. 

Senator Frear. But the State does not have to live within the 
appropriation made by the Federal Government. 

Mrs. Extuickson. It does have to live within it, unless it appro- 
priates some money of its own to supplement it. 

Senator Frear. If it doesn’t, then it has to supplement by State 
appropriations? 

Mrs. Exuickson. That’s correct, or out of these penalty funds. 

Senator Frear. Then does that retard the work of the State ad- 
ministration in going after the people who make false claims? 

Mrs. Exiickson. We believe that inadequate funds for any agency 
interfere with its proper functioning. We believe that the work of 
the Federal Bureau of Employment Security has been restricted in an 
unfortunate manner because its staff has been continuously cut in the 
field of unemployment insurance. And in the same way it is certainly 
true that the State agencies suffered from the $20 million slash that’ 
Congress voted last year, below what President Eisenhower had recom- 
mended. And we would have liked to have seen more: in the original 
budget request, because we think this is a very important program 
that needs development. But there are many more things than fraud 
that one involved—for example, having enough employment. offices 
so people can get to them easily, is very important. 
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The CuHarrMaAn. The witness from Georgia sort of summarized it 
by saying they would like to have more elbowroom over the disposi- 
tion of these funds. They don’t want to be held as tightly as appar- 
ently they are being held by the Federal agencies that deal with this 
subject. 

Senator Frear. Is there a formula by which Federal appropria- 
tions are made to the States? 

The CuarrmMan. Does that whole thing not boil down to what you 
recommend to the Appropriations Committee? 

Mr. Murray. The process is this: The State first submits its 
estimates to us, as to their prospective needs. We review those, and 
adjustments are made in regional offices which are sent in to the 
Department, where a total budget is prepared and submitted to the 
Bureau of the Budget. Then, the Bureau of the Budget makes its 
determination as to whether that should be smaller, or larger, and 
incorporates that as a part of the President’s budget. That is sub- 
mitted to Congress and Congress determines what it believes is 
necessary. 

When the total appropriation is given to the Bureau, then it is 
distributed on the basis of the State budgets submitted—if it is less 
than has been requested we have to make adjustments. The original 
budget is built up on the basis of a number of categories; where there 
have been time studies and allowances are for overhead administra- 
tion, and so on. I might say, incidentally, we allocated this last 
year $3 million—we —_ oe for this fiscal year, over $3 million 
for fraud a in addition to a special half-million dollars 
mentioned yesterday f for a iowa study of fraud. 

Senator Frear. Then I understand it. there is some flexibility in 
the allocation of Federal funds to State 

Mr. Murray. Yes, sir. 

Senator Frear. Some Federal authority—vour agency or someone 
else—has some flexibility. 

Mr. Murray. Yes. 

Senator FreAr. So if a State prepares a budget and doesn’t foresee 
great unemployment, vou have a way of assisting that State in its 
increased costs, because of increased unemployment? 

Mr. Murray. We have been, for several years, getting what is 
called a contingency amount which can be allocated to the States if 
there are unforeseen changes in workloads, or changes in the State 
law that are more expensive, and except in this last year, where there 
were State salary increases that have been passed by the State legis- 
lature. Last year we were restricted on that, but we are hoping to 
open that up again. 

Senator Frear. Thank you. 

Mrs. Exticxson. May I say we are advocating a larger contingency 
fund than has been voted. At the present, I believe it is $6 million. 
Now, this is much too small. We suggest $25 to $50 million, because 
that would give you a little leeway, then, as heavy loads go up. And 
I might point out in addition that since many State legislatures meet 
only every 2 years, it is not true that greater flexibility would neces- 
sarily be introduced by leaving this to the States, because the *y would 
not have a method, in the 2-year interval, of appropriating money 
to meet the increasing workload that has suddenly resulted now, for 
example, as recession has started. Having an adequate Federal con- 
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tingency fund would provide flexibility. We believe that when 
Congress, through its Appropriations Committees and other considera- 
tion, has gone over the budget and has provided what seems currently 
necessary, and a contingency fund, that you have a system of providing 
money for the States which should be adequate and which they can, 
if they want to, supplement. 

The CuarrMan. Is there any further testimony? 

Mr. Cargy. Mr. Chairman, Mr. Kranz was to make some statement 
with response to the experience in the State of New Jersey, in response 
to a question by Senator Frear. 

The CuHarrMAN. Proceed, sir. 

Mr. Kranz. My name is Harry Kranz. I am legislative director 
of the New Jersey State CLO. I am also a member of the Federal 
Advisory Council to the United States Department of Labor’s Bureau 
of Employment Security. I have served on two committees of the 
Council, one of which considered the question of financing administra- 
tive costs of unemployment insurance, the other the question of 
financing benefit costs of unemployment insurance. 

I want to speak directly to the question of the Senator from Del- 
aware, regarding the experience of my State, which is a neighboring 
State to Delaware, the State of New Jersey which has, I think, fairly 
typical experience. 

Our State, to give you a little background, first, is not a poor State 
in its unemployment compensation trust fund. You have heard a lot 
about Rhode Island and Massachusetts which have low trust funds. 
Our State has one of the second or third richest trust funds of any of 
the programs in the Nation. 

The CHarrMan. You have figured out these trust funds in terms 
of per capita of workers? 

Mr. Kranz. No, the basis generally used by both the Federal and 
State agencies is to derive a ratio for comparison of the funds and the 
ratio is derived as follows: You take the total amount of money 
available in the trust fund as a ratio, compare it with the total taxable 
wages paid to workers in that State in the prior year and that gives 
you what is called the reserve ratio. 

The CHarrMan. Do we have that in the record? 

Mr. Kranz. The reserve ratios for the States? 

Mr. Murray. We are submitting that. 

The CuarrMan, Is it in the record? 

Mr. Murray. It will be submitted in the next day. 

The Cuarrman. All right, let’s get that in the record. 

(See table 2, column 4, p. 27) 

Mr. Kranz. The record shows that we have a ratio of 12 percent. 
There are only 1 or 2 States which top that figure. Rhode Island 
and Massachusetts have the lowest reserve ratio of any of the States. 

Our fund has over half a billion dollars in it. We topped the half- 
billion dollar mark about 2 or 3 months ago. We have about $506 
million in our trust fund. Last vear we paid out in benefits only 
about $50 million in our State.. The revenues received were approxi- 
mately $70 million, so that our trust fund is still growing. 

The Cuarrman. How much is your trust fund? 

Mr. Kranz. Our trust fund is $506 million, as of January 1, of this 
vear. Over half a billion dollars. 
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The reserve ratio, as I say, is either the second or third highest in 
the country. 

The CuarrMan. How much did you pay out? 

Mr. Kranz. Last year—and this is typical for the last 2 or 3 years 
we paid out in benefits approximate ‘ly only $50 million, about one- 
tenth of the money available in the trust fund. 

The CHarRMAN. How much does your fund earn a year? How 
much interest do you get? 

Mr. Kranz. The interest exceeds $10 million. While paying out 
approximately $50 million in benefits, the income to the fund last 
year was in excess of $70 million. 

Senator Frear. Does that include the $10 million interest? 

Mr. Kranz. It does—no; it does not include the interest; it includes 
$10 million of worker contributions which we also have in New Jersey. 
New Jersey and Alabama are the only 2 States where workers still 
contribute. 

Senator Byrp. How is it invested? 

Mr. Kranz. The same as those trust funds of all the other States, 
by the Federal Government, by the Treasury Department in, | 
believe, Federal obligations. 

The CHAIRMAN. Mr. Teets, how do we invest in Colorado? Are 
you limited to Federal securities? 

Mr. Teets. Yes, sir; all the trust funds must be sent here to 
Washington—all of them, from all States. 

The Cuarrman. Thank you, very much. 

Senator Byrp. What is the total amount of trust funds in Wash- 
ington, of all the States? 

Mr. Kranz. I don’t know what the current figure is. 

The CHarRMAN. We had that figure yesterday. What is that 
figure? 

“Mr. Tres. It is around $9 billion. 

Mr. Laypen. With respect to the remark made by Mr. Kranz on 
the annual disbursement, benefit payments in New Jersey, I think he 
made the mistake of saying that the annual rate was at $50 million 
where actually in 1952 it was $52 million, and last year they increased 
it to $60 million. 

Mr. Kranz. I was speaking not from notes, but in round figures, 
and that was just an introduction to the point I am going to make 
later. 

The point, which is not refuted, is that our trust fund has been 
increasing month by month and year by year and our fund is certainly 
adequate to pay decent benefits if our State legislature were willing 
todoso. The fact of the matter is that the group which Mr. Layden 
represents, the chamber of commerce and the manufacturers’ associa- 
tion, and our legislature, which still is and has been under the control 
of the Republican Party, have consistently opposed the benefit in- 
creases which labor and other groups in our State have sought. 
Whether the increase went from $15 as the maximum, to $18, to $26, 
to $30, every step of the way we had opposition from the groups who 
are here supporting the Reed bill and saying, “Leave this ae m to 
the States.”’ 

Furthermore, on the question of the adequacy of our benefits, despite 
the size of our fund, despite the fact that workers have contributed in 
New Jersey to increasing this fund and to paying part of the cost of 
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unemployment by their own direct contributions, despite these things, 
our benefits are only $30 a week maximum, as compared with an 
average weekly wage in the State of os —— a week. Again, I am 
giving you a round figure; it may be $74, or $72. 1 am not saying it 
is exactly $75, but approximately $75 a wee a 

Our benefits, therefore, have declined in terms of where they were 
when the program started in New Jersey. We started with a $15 
maximum, and an average weekly wage of $27 a week, in 1939. 
Today, with the maximum increased to $30 we have an average weekly 
wage of $75, so that the ratio has declined from, originally, close to 
60 percent, today to about 37 percent. 

Last year, when our legislature did meet—it meets annually ; we 
don’t have 2-year legislatures—last year it met and again, the legis- 
lature, as a result of the opposition of the powerful employer groups in 
our State, refused to increase the $30 maximum above that figure. 

Now, on the question specifically raised by the Senator from Dela- 
ware about merit rating, we, of course, have a merit-rating system in 
our State that also bases the employer tax rate in direct ratio to how 
much benefit his workers collect. Generally speaking, the more 
benefits his employees collect, the higher will be his tax rate the follow- 
ing year. 

The CHarrmMan. What percentage does the employee pay of the 
total rate? 

Mr. Kranz. The workers in New Jersey now pay for unemploy- 
ment compensation, one-fourth of 1 percent of their wages, up to the 
maximum of $3,000 a year. That has been reduced. It originally 
was | percent, and over the years it has been reduced. 

The CHarrMAN. You say in New Jersey, the average employer 
contribution is 1.4? 

Mr. Kranz. That is correct. 

The CuatrMan. How much would the e mployee add to that? 

Mr. Kranz. One-fourth of 1 percent, or 0.25, expressed in percent- 
age terms, of wages. 

The Cuairman. What is the total employer plus employee cost? 

Mr. Kranz. If the employer figure is 1.4, and the worker figure is 
0.25, that would make a total of 1.65, as the total. 

The CHarrMan. Thank you. 

Mr. Kranz. On the merit rating problem, we have the merit-rating 
system, as I indicated, where the greater amount of benefits an 
employee collects, the higher that employer’s tax rate, generally 
speaking, will be the following year; and conversely, if the employer 
can prevent his workers from collecting benefits, then his tax rate will 
go down. 

Now the problem as evidenced in our State is that this has not 
resulted in keeping workers employed. Actually, it has had an effect 
after they have been laid off. The employer comes in, usually in 
many cases, with little justification, to oppose the benefit payment 
after the layoff, in an attempt to keep his rate down, so that the effect 
of merit rating is to attempt, in thousands of cases, to prevent the 
worker, for some excuse or another that the employer can imagine, 
from getting the benefit. 

Senator Frear. That is definitely defined, is it not, as to what 
reason the employer is not charged with that tax? Isn’t it the de- 
cision of the employer to decide whether it is against his benefits or 
not, if it is against the rules and regulations set up? Is that not true? 
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Mr. Kranz. Every time we have managed to get a benefit increase 
in New Jersey, the employers have inserted amendments into the bill 
which took away benefits from some people or introduced new reasons 
for denial of benefits. 

The second thing is, when the worker gives his claim and the 
employer cites one of these reasons in the law, which may be untrue, 
in many cases the worker getting an official notice from the State 
that, ‘““You are up for hearing on such and such a date, on charges 
or appeal’’—a certain percentage of workers getting official notice 
to that effect wouldn’t bother appealing and so the employer will 
win out. 

Senator Frear. You are not trying to tell me what happens in 
New Jersey happens in Delaware, are you? 

Mr. Kranz. I am saying what perhaps might be true in Delaware, 
though I have never been a resident in that State 

Senator Frear. You may get a debate on that 

Mr. Kranz. On the question of merit rating, however, the im- 
portant test is, as we have seen, its operation. 

There was some question here about statistics about particular 
industries. I have examined them in my own State. The facts 
show that the highest tax rates in New Jersey, far above the average 
of 1.4, up to the maximum 2.7, the highest tax rates are being paid 
by these very industries that are most hit by unemployment over 
which they have no control whatsoever. 

The textile firms are paymg the maximum; garment manufacturers 
are up there, also the construction industry, and retail trade. These 
are industries which, generally speaking, cannot control unemploy- 
ment by merely keeping people on the payrolls when there are no roads 
to construct or there are no textile goods to handle. Mlany mdustries 
are at low rates, and one of the causes for that is that when the benefits 
were increased a few dollars several years ago, the bill was also amended 
to reduce every employer’s tax rate across the board for a total of a 
$28 million tax cut in our State, so that what is happening in the State 
bears little or no relation to keeping people employed as the original 
theory of merit rating was. It is more designed to deny benefits to 
people already laid off by employers opposing those benefit payments 
because it affects the employers’ tax rate. 

Senator Frear. The statement was made by Mr. Carey, I believe, 
that the leather industry, in addition to the textile industry, was one 
of the hard-hit industries. I made the reference to the leather in- 
dustry in the city of Wilmington, Del. 

Now I can’t agree at the moment—I’ll have to have more figures 
from you or someone else to dispel the idea that | have, that our leather 
industry in Delaware is not paying the maximum of 2.7, in Delaware, 
which leads me to believe that they have maintained employment in 
the leather industry in Delaware. 

Mr. Carey. I did not mean to say that the leather industry in 
Delaware was hard hit; I was saying that the leather industry in 
Delaware could do little should they have a condition of unemploy- 
ment. There is nothing much they can do about it; whereas there are 
other corporations that could do an awful lot about it. And with or 
without the merit-rating proposition, there is very little that a leather 
employer, or a manufacturer using leather products, can do about 
maintaining stability of employment. 
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Senator Frear. I can’t quite agree with that,.Mr. Carey, because 
[ believe—at least I am basing what I talk about on both the employees 
and employers in the leather industry in Delaware—that when a de- 
cided upward trend in the market for leather goods was established 
nationally, the leather industry in Delaware did not add a great 
number of employees to its payroll, but instead tried to maintain the 
average income for its employees the year round, rather than taking 
on extra employees for pe rhaps 2 or 3 months and then finding them- 
selves in a declining market and not only laying off the extra ones they 


had hired, but going back and laying off some of their more permanent 


employees. They caee thus maintained a rather stable industry in 
the leather goods in Delaware, regardless of what happened nationally. 

Mr. Carrey. I am not a resident of Delaware. I think you are 
talking about Rhodes & Son, but I think sometime you and I ought 
to have a discussion about the leather industry in Delaware. 


Senator Frear. That is all right; but I know of 2 or 3 leather in- 
dustries there. 

The CuarrMan. Is that all? 

Senator Frear. I will be glad to talk to them when it doesn’t con- 
sume the time of the committee. 

The CuarrMan. Is there anything else, Mr. Carey? 

Mr. Carny. Mr. Sifton? 

Mr. Sirron. I would like to perhaps take any partisan edge off a 
little bit by referring to the statement made by Senator Ferguson a 
few weeks ago about une mployment in Michigan, which has reached 
140,000 in Detroit and 240,000 in the State of Michigan and is still 
rising. He said that he believed unemployment benefits should be 
sufficient to maintain a decent standard of living for the unemployed 
worker and his family. This was not a happenstantial statement; it 
was played back and he said it again. Also, that the duration should 
be sufficient to cover the period of unemployment. He thought that 
26 weeks would perhaps do it; but if it did not, then there should be 
a study made, 

| believe that the duration in Michigan, now, is 20 weeks; and in 
Michigan we have made every attempt to make this a thoroughly 
nonpartisan enterprise with regard to the State legislature to persuade 
them to comply with the recommendations of the Federal Advisory 
Council, or President Eisenhower. Governor Williams has made a 
recommendation to the legislature in which he transmitted and en- 
dorsed and recommended the proposals that were made by both the 
Council and President Eisenhower. 

It now appears from the naked eye and the keenest ears anyone 
possesses that the legislature will adjourn without honoring either 
recommendation, in Michigan. 

We would like to solicit this committee’s assistance in making good 
on Senator Ferguson’s judgment on what is required with respect to 
unemployment compensation. 

On the question of merit rating, I have observed this thing since 
1934 in the State of New York and in the Federal Government, too, 
and to put it very simply it seems to me that so-called experience 
rating, or merit rating, is the opposite. It gives a direct cash profit 
motive to finding new ways to deprive and withhold benefits from 
workers, because, for example, in the State of Delaware, 0.6 percent 
is the average contribution rate. Mr. Teetor came here and testified 
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and asked for a free hand, from the State of Indiana. The rate is 
0.7 percent in Indiana. 

This amounts to unfair interstate competition. If you will glance 
down our table, this contribution rate is a factor in the location or 
relocation of plants. And the simple way to state it is, as far as a 
genuine prevention of unemployment, a 3 percent tax tail will never 
wag a 97 percent wage dog. I mean people will employ or not employ 
depending on whether they can make a profit out of that continued 
employment. 

Now, we have mass unemployment. I do not know about Delaware, 
but the proposal that Chrysler has made in Detroit and perhaps 
nationally is to share the unemployment by going on a 4-day week. 

Now, we have a great deal of unemployment that amounts to short 
workweeks that do not show in any figures. There is an incentive 
for doing this. Anything that will prevent a consecutive 7 days of 
unemployment will protect the fund, but God help the unemp loyed 
worker, or the underemployed worker. We are going to enjoy chronic 
economic ill health based on 3- and 4-day workweeks unless we can 
get back to a strengthened purchasing power that will absorb the 
production that this country is crying to shell out and distribute and 
consume. 

The matter of unemployment being a State or National situation 
was best dealt with when this law was declared constitutional by the 
late Justice Cardozo, and I recommend as the strongest light that 
has been thrown on this his eloquent words in saying that unemploy- 
ment once thought national now spreads from State to State and 
spreads its evil effect—I mean the thing reads like—well, it is great 
literature, and I suggest that the members of the committee might 
refresh their memory on that. 

Senator Frear. Mr. Chairman, it is a little difficult for me to dis- 
agree with what the speaker has just said, but I would like to call 
the speaker’s attention to the fact that in Delaware I don’t believe 
we are an unusual State, but I know of many instances where the 
employer has told the employee of his benefits that he can get from 
unemployment and has gone to the office and assisted him in getting 
those benefits. 

Mr. Si1rron. Well, there may be a hardy plant who can do that. 

Mr. Carry. Thank you, Mr. Chairman. I would like to express 
my appreciation to you, Mr. Chairman, and the members of the 
committee. Thank you. 

The Cuarrman. We will meet at 3 o’clock in the old Supreme 
Court chambers. 

Now, if any of you don’t know where that is, find your way to the 
Senate and ask a guide around there. It is down the hall a little ways 
The old Supreme Court room, at 3 o’clock. 

(Whereupon, at 12:50 p. m., the committee recessed, to reconvene 
at 3 p. m. in room P-63, United States Capitol.) 


AFTERNOON SESSION 


(The committee reconvened in room P-63, United States Capitol, 
at 3:05 p. m.) 

The CuatrMan. The hearing will be in order. Dr. Cruikshank, 
we are glad to see you. Go ahead, please. 
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STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR OF SOCIAL 
INSURANCE ACTIVITIES, AFL; ACCOMPANIED BY ANDREW J. 
BIEMILLER, AMERICAN FEDERATION OF LABOR 


Mr. CrurksHank. Mr. Chairman and members of the committee, 
my name is Nelson H. Cruikshank, and I am director of social insur- 
ance activities of the American Federation of Labor. My office is in 
the headquarters of the AFL at 901 Massachusetts Avenue NW., 
Washington, D. C. 

I am accompanied by Mr. Andrew J. Biemiller, who is a member 
of the legislative committee of the American Federation of Labor 
and who has the assignment of working in this field of the social 
insurances in the legislative field. 

Mr. Chairman and members of the Senate Finance Committee, I 
appreciate the opportunity to appear before the committee and present 
the views of the American Federation of Labor in opposition to the 
bill which you now have under consideration, H. R. 5173. The 
American Federation of Labor is always glad to present its views before 
a committee of the Senate with respect to any legislation affecting 
the welfare of its 10 million members and, indeed, the welfare of all 
wage earners in this country. There follows in the prepared text, 
Mr. Chairman and Senator George, comment about what appeared 
to be an exceptionally hurried review of this very important legisla- 
tion which, with your permission I would like to change, as it hardly 
seems appropriate since we observe that the committee has accom- 
modated its schedule to the necessity of this afternoon’s session and 
we are very glad to note that the very careful review which that in- 
dicates is being given of this important legislation. We appreciate 
the time that is being devoted to this review. 

The CuarrmMan. We are giving what we think is adequate time. We 
would like to give longer but this committee has a tremendous amount 
of business ahead of it and we have to cut our cloth accordingly. 

Mr. CrurksHank. We earnestly plead with the members of this 
committee to conduct a thoroughgoing examination of these proposals 
and their far-reaching implications. 

The position that I present to your committee, Mr. Chairman, is an 
official position of the American Federation of Labor. The proposals 
contained in this legislation were reviewed last August by the executive 
council of the American Federation of Labor, which referred them to 
the convention, meeting in St. Louis, Mo., in September, unanimously 
approved the action of the executive council in this respect. In 
addition, the convention adopted the following declaration: 


In the Ist session of the 83d Congress, large corporate emplover interests, work 
ing hand-in-glove with the Interstate Conference of Employment Security 
Agencies, renewed their attacks upon all Federal participation and safeguards 
presently contained in the unemployment compenstaion program. The Mills- 
Mason bills, which emerged from the House Ways and Means Committee as the 
Reed bill (H. R. 5173) was the instrument of these attacks. This bill, which would 
effectively undermine participation of the Federal Government in the operation 
of the program and leave it entirely under the discretionary control of State 
administrators, passed the House and is now before the Senate Finance Commit- 


e. We strongly urge that the American Federation of Labor and its affiliated 
ions do all that lies within their power to bring about the defeat of the Reed 
llin the forthcoming session of Congress. (P. 640, Official Proceedings of th 


2d Convention of the American Federation of Labor.) 
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Only last week, the social security committee of the AFL met in 
Washington and, in anticipation of these hearings, examined ag gain 
this propose cl legisl: ation. This committee unanimously supporte “dl the 
views contained in this statement. 

Reduced to its essentials, this bill would earmark the excess of 
unemployment tax collections over Federal and State administrative 
expenses for employment security purposes. This excess would be 
used first to build up a $200 million loan account to provide repayable 
advances to States whose unemployment benefit funds are depleted. 
After the $200 million balance has been accumulated, the excess 
would be distributed to all of the States in the proportion that their 
taxable payrolls bear to the aggregate payrolls of all States. 

This excess would then be available to the States for use either (a) 
for the payment of unemployment benefits, or (b) for additional 
administrative expenditures over and above the amounts as deter- 
mined by Congress as necessary for the proper and efficient adminis- 
tration of the program and appropriated by the Congress for that 
purpose. 

We have no quarrel with the principle that all the receipts from the 
Federal unemployment tax should be earmarked and used only for 
the purposes of the employment security program. We are deeply 
concerned over those provisions of the bill which call for the automatic 
distribution of a portion of Federal tax receipts to the various States 
without relation to need or purpose. 
® Our reasons for opposition to this particular provision of this bill 
are bi aa mainly on the ree considerations: First, it represents 
an unsound principle of Government. In support of this view, I 
refer to a statement contained in a letter to the chairman of the House 
= ays and Means Committee under date of May 8, 1953, from the 

Under Secretary of the Treasury, Hon. Marion B. Folsom: 


The committee, | believe, bas tentatively agreed that amounts listributed to 
the States shall be available for the payments of benefits, and to the extent that 
an appropriation is made by the State legislature, for administrative purposes. 








However, sound administration counsels against a system whereby a legislative 
body appropriates funds it has no responsibility for raising. It is all the more 
undesirable if it occurs after Congress has already appropriated what it deems to 
be necessary for proper and efficient administration Moreover, it is to be 
expected, with the borad language in the bills now before tl e committee concerning 
the use of contingenc vy amounts appropriated, that there will be greater flexibility 
in meeting the needs of the States Accordingly, we propose that the amounts 


allocated to the States be available only for benefit purposes. 

The American Federation of Labor associates itself completely with 
this opinion of the honorable Under Secretary of the Treasury. And 
I am sure, Mr. Chairman and members of the committee, you share 
our respect for his opinion. I had the opportunity to become very 
well acquainted with Mr. Folsom when I had the pleasure of serving 
with him on the Advisory Committee which you appointed, Senator 
Millikin, and we do respect his opinion. 

Lest any member of this committee, particularly the members of 
the present majority party, should feel that the opinion concerning 
sound governmental principles cited by the Under Secretary result 
from his possibly having been contaminated by too long an association 
with the administration of unemployment compe nsation as a member 
of the New York State advisory committee and as a member of three 
advisory groups to the Congress under Democratic administrations, 
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I should like to call up another authority expressing vigorous support 
of this view. In the city of Chicago on March 27, 1953, the United 
States Chamber of Commerce sponsored a National Social Security 
Conference. In a speech before that conference, Mr. D. Russell 
Bontrager, a Republican member of the Indiana State senate, made 
the following statement: 

One of the basic rules of government is that when the responsibilitv for the 
spending is divorced from the tax-levying responsibility, then irresponsibility in 
the spending of funds is invited and encouraged. 

That is as concise and accurate a definition of what the bill now 
before this committee would accomplish as any we have seen, though 
I am sure that neither Mr. Bontrager nor the chamber of commerce 
had this bill in mind when they invoked this general principle. 

It might be possible to have some respect for the candor, at least, 
of the proponents of this measure if they had frankly set forth in its 
language the fact that thismoney was to be turned over to the directors 
of the State agencies as an administrative slush fund over and above 
the amounts dulv appropriated to them for proper and efficient 
administration. But the devious technique employed in this bill to 
disguise that fact, through a spurious pretense of a fiscal review at 
the State level, precludes even that. 

The Cuarrman, Doctor, I think there might be fair disagreement 
with your argument about the use of a slush fund. That has some 
very ugly implications. 

Mr. CrurksHaNnk. Seriously, and respectfully, I think there are 
ugly implications to this bill. There have been some very curious 
things going on in this whole area of State administration. If you 
object to the words “‘slush fund”’ which has a particularly bad meaning, 
I would be willing to take that out of the statement, but I would not 
be willing to take out the reference to some of the really unfortunate 
things that are going on in this field. 

The CHAIRMAN. I have no objection to any complaint about the 
bill that you have as it is except that I don’t want to sit here and allow 
any witness, without at least some objection on my part, to imply 
that the whole House of Representatives and the committee over 
there are engaged in parceling out slush funds. 

Mr. CrurksHank. [ don’t mean that, sir. I don’t mean that they 
are. I mean that the proposals of this bill would make available 
grants to these State administrators out of hand without relation to 
need or purpose, which could become a slush fund. That is the 
reference to the slush fund. 

The CuarrMan. This is a horse of a different color. Go ahead. 

Mr. CrurksuHank. This proposal, gentlemen, is nothing less than 
subversive of the system of checks and balances on which our system 
of democratic government is based. One of the first principles of 
that system is the principle that all executive officials should be subject 
to the restraints and safeguards of the budgetary review and appro- 
priation process. Only in this way can they be effectively held re- 
sponsible to the people whose servants they are supposed to be. This 
bill would casually scuttle that vital principle. The bill as it stands 
would not lead to the improvement or strengthening of the employ- 
ment security program. Rather, the reverse is true. In creating 
two duplicating sources of administrative funds, it would render the 
administrators virtually independent of both the Congress and the 
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State legislatures. It would enable them to ignore with impunity 
all proposals for the improvement of the program, weaken the force 
of any standard that might be recommended to them, and protect 
them in the arbitrary exercise of their powers in each of the separate 
States. 

The proponents of this measure are fond of referring, in disparaging 
tones, to the bureaucrats in Washington. But in this bill we see 
bureaucracy burgeoning into full bloom. 

Secondly, even if such redistribution of a part of the funds for ad- 
ministrative purposes were sound, the basis for such distribution con- 
tained in this bill is not a logical one, since it proposes to distribute the 
excess funds in amounts related to the taxable payrolls within the 
States. The cost of administration of an employment security pro- 
gram in an individual State does not necessarily bear any relationship 
to the size of the taxable payroll. There are many factors which do 
determine the cost, such as the size of the benefit claim loads, the size 
of the covered firms, the density of the population, and the method of 
keeping the wage records within the State. ‘These factors are not 
taken into account in the formula proposed for the distribution of the 
additional funds for administration. We feel that a much sounder 
proposal is to establish a contingency fund out of which the Secretary 
of Labor would be authorized to make additional grants for adminis- 
trative purposes upon showing of need by a State administration. 

The American Federation of Labor is also opposed to the provisions 
in H. R. 5173 for making loans or advances to the States out of the 
proposed $200 million reserve fund. It is our position that the excess 
of receipts from the wnemployment tax over necessary administrative 
expenses should be used to establish and maintain a reinsurance fund, 
insuring all State funds against the risk of insolvency. Aid to the 
States from this fund should take the form of grants, rather than loans. 

It is only by accepting the theory that unemployment within a 
State is due to some fault or failure on the part of the citizens of the 
State deserving of punitive action that this bill can be made to take 
on the appearance of logic. Under its terms, in the event of con- 
tinued unemployment employees would have to pay higher taxes year 
after year, unemployed workers would undoubtedly receive lower 
benefits, while at the same time experience a loss of work opportunity 
as industries fled to other States having a more favorable tax rate. 

The CHarrman. Would it be true, Doctor, that if we made it a true 
reinsurance fund by the same token we would have to promote abso- 
lutely uniform standard in the State to protect the Federal Govern- 
ment in that sort of a scheme? 

Mr. CrurksHaNnk. Well, we touch on this matter of standards later 
in this statement, but I don’t think it would be necessary to have 
standards in order to protect the solvency of the fund, because you 
would have provisions in making these funds available on a grant 
basis that would require the States to meet the standard of a tax rate 
and so forth. Yes, perhaps I didn’t understand you correctly. That 
kind of standard, I think, you would have to have, even on the loan. 

The CuarrmMan. If we undertook absolutely to run a reinsurance 
fund, we would have to maintain tight control over the rate in the 
States, over the type of rise, and everything else. I think you would 
have to tighten this up tremendously over your present standard. 
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Mr. Crurksuank. I think that is probably true and I don’t think 
that is anything to be regretted. 

The Cuarrman. I am not discussing the merit of the plan, but I 
think you would find that to be the case. 

Mr. Crurksuank. Yes, I think so. If, however, you reject this 
theory, as we do, then logic should impel you to reject this bill, as 
presently written. I know of no economist who suggests that unem- 
ployment results from causes confined to State areas and subject to 
State control. The forces that give rise to periods of unemployment 
are national, and, in some cases even international in character, 
Their effects are felt unevenly as among the several States. But, be- 
cause it is a national problem, it demands a national solution. There 
should be an adequate means of directing the resources of the Nation 
so as to assist in meeting the problem in critical areas of the Nation. 
A system of reinsurance grants meets the requirements of this basic 
principle. A provision for repayable loans, with penalties attached, 
does not. 

Under the provisions of H. R. 5173, the repayment of the loan by 
the State is required before the State has had an opportunity to re- 
build its reserves. A State might have to borrow several times from 
the loan fund and would, therefore, have to retain the maximum State 
rate, while at the same time the employers within the State would 
have to pay increasing rates of taxes to the Federal Government. 

The establishment of a reinsurance system as a source of grants 
would be a very substantial aid to the permanent solution of the basic 
difficulties faced by States with depleted funds. Loans, on the other 
hand, would offer at best only temporary relief and in their ultimate 
effect might prove self-defeating. They would tend to keep State 
funds in a chronic condition of insolvency or debt and would act as 
a strong deterrent against improvements in benefits, regardless of the 
pressing need for such improvements. 

There is one other further consideration which we feel argues very 
strongly against the proposal to meet the emergency needs of some 
States by the loan method. That is the question of the constitutional 
and other legal limitations existing in a number of States which would 
make loans unavailable to those States. 

There is an extensive treatment of the subject of these limitations 
in a recent publication of the Council of State Governments, entitled 
‘Public Authorities in the States” (with special reference to pp. 11-18). 
In this study, 20 States are listed as having constitutional provisions 
limiting legislative borrowing power to those instances wher » approval 
is received by popular referendum. Twenty more States are listed 
as being even more severely restricted in their borrowing powers. 
The constitutions of these States forbid them to incur any debt, with 
such minor exceptions as small amounts for casual deficits, to defend 
the State, or for a few other special purposes. It would appear, there- 
fore, from this study, that serious constitutional limitations on bor- 
rowing power exist in 40 States. 

There does appear, however, to be a legal question as to whether 
these restrictions are applicable in all of the affected States with respect 
to a liability payable only from a particular tax. Resolution of this 
question is, of course, a matter for the appropriate State authority, 
and it appears that it has been resolved in 22 of the States having the 
limitation referred to. In these States, judicial authorities have held 
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that the limitations either are not substantial or that they do not 
apply to the liability payable from a particular tax. 

It is most significant, however, that in a number of States subject 
to the limitations on borrowing power, the issue has never been re- 
solved by the competent State authority. These States are: Arizona, 
Georgia, Indiana, Kansas, Louisiana, Maine, Maryland, Nebraska, 
New Jersey, New York, North Carolina, Ohio, Oklahoma, Pennsyl- 
vania, South Dakota, Texas, Utah, Virginia, West Virginia, and 
Wisconsin. 

Still more significant is the fact that, in the following six States, 
it has been finally determined by appropriate judicial authority that 
the limitation does apply even with respect to a liability payable only 
from a particular tax: Idaho, Illinois, Kentucky, Montana, Rhode 
Island, and Wyoming. 

What you have, therefore, gentlemen, in H. R. 5173, is a measure 
which proposes that loans be advanced to the States to meet emergency 
needs for unemployment compensation, when it seems quite clear 
that six States could not possibly have access to such loans. One of 
these States is now facing an emergency situation. 

I should like also to poimt out that, even with respect to the 20 
States which I have listed where the borrowing power has not finally 
been determined, the effectiveness of the proposal to advance funds 
to these States might be as seriously limited as in the six States where 
a decision has already been rendered. Not even the proponents of 
the Reed bill have proposed that the Federal Government force loans 
on the States against constitutional provisions or prior to a determina- 
tion by the competent authority within the S ate that it has au- 
thority to borrow. Any value that might accrue to a State in meet- 
ing an emergency situation with respect to its unemployment would 
be largely conceled as a result of the delay involved in the court 
actions necessary to determine its legal authority to borrow. 

In contrast to the radical proposal to fly in the face of constitutional 
limitations existing in these 26 States, no new or revolutionary princei- 
ple is involved in our proposal to meet emergency situation by grants. 
The principle of grants is already fully established. The Reed bill, 
itself, recognizes the principle of grants and, indeed, would distribute 
automatic cash gr ants each year out of hand and regardless of need for 
administrative purposes, but would confine to repayable loans any 
assistance with respect to benefit payments to States which are in real 
need and whose funds are faced with actual jeopardy. Under our 
proposal, grants would be extended as a form of insurance where loss 
has occurred and a genuine need is shown to exist. 

The American Federation of Labor further opposes H. R. 5173 
because it does not touch the basic needs of the country to provide 
adequate protection against the currently rising number of unemployed. 

In his State of the Union message, delivered to the Congress on 
January 8, the President cited some of these basic needs. He referred 
to the need to extend coverage to some 6's million workers who now 
lack the safeguard of unemployment insurance. He referred also to 
the recommendations that would be submitted by the Secretary of 
Labor in reference to weekly benefits and the duration of periods of 
protection. 

In his Annual Economic Report, the President made further refer- 
ence to these matters, and the Congressional Joint Committee on the 
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fconomic Report supported the recommendations unanimously and 
agreed that they wished to underscore the statement contained in the 
President’s message that ‘‘unemployment insurance is a valuable first 
line of defense against ec onomic recessing.”’ 

Implementing the President’s recommendations, the Secretary of 
Labor on February 16, addressed a letter to the governors of all the 
States, asking that they bring to the attention of the State legislatures 
the vital needs in this area. He recommended partic ularly action 
with respect to extension of coverage, the raising of the maximum 
benefit provisions to provide that the payments to the great majority 
of the beneficiaries equal at least half their regular earnings, and the 
desirability of assuring longer periods of unemployment. insurance 
protection. These are among the genuinely urgent issues in the field 
of unemployment insurance, and we are glad to note that the President 
and the Secretary of Labor are calling them to the attention of the 
governors. 

We have little faith, however, that the States will act in response 
even to the President’s request. In the first place, there are only 14 
State legislatures that are in session this year, and some of them are 
already approaching their adjournment date. But, beyond this, the 
States could have taken action any time within the past decade of high 
employment to improve the protection afforded under their unem- 
ployment insurance programs. However, because of the tremendous 
pressures born of the powerful monetary incentives in the other 
direction, the States have whittled away the basic protections con- 
templated in the original unemployment insurance program. Just 
as no State put into operation an unemployment insurance program 
before the Federal Government took action in 1935, so we cannot 
expect any State today to take action to improve its unemployment 
insurance program even at the behest of the President of the United 
States. The forces in the opposite direction have proven themselves 
more powerful than the economic arguments and humanitarian appeals 
of the President. When these incentives are analyzed, it is not 
difficult to understand why this is so. 

The CuarrMan. Since the system came into effect, have none of the 
States improved their standards? 

Mr. CrurksHank. They have made slight improvements but rela- 
tively the protection afforded is qualitatively and quantitatively 
poorer protection than it was in 1940. 

Senator Grorcr. They have made many notable improvements, 
Doctor. 

Mr. CruiksHank. As I say, they have, for example, raised benefits 
absolutely, but they have not kept pace; that is the proportion of the 
potential wage loss that is recoverable under this insurance is less 
today than it was in 1940. 

The Cuarrman. Taking each State’s law by itself, there has been 
improvement in some of those State laws, have there not? 

Mr. CrurksHank. There have been many improvements but there 
have been also many retrogressions which, in our opinion, balance the 
improvements. 

The CuarrMan. What retrogressions have there been? 

Mr. CrurksHank. For example, in the matter of disqualifications, 
you have in a number of States—I can’t give you the exact number 
right now, but you have provisions that unemployment must be 
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attributable to the employer. Now, under provisions of that kind 
you have situations where a worker leaves one employer in order to 
find a better job, to accept a higher wage, or in response to any of the 
incentives that we think are normal and proper in a free, democratic 
society. 

In some cases where the second employee—say he has gone from 
plant A to plant B—through lack of orders or some other thing while 
he has worked there a few weeks, he gets laid off. He applies for his 
unemployment compensation and he is told at the office, “No, you 
don’t have any rights because you voluntarily left your employment 
with employer A and that is where your wage credits reside and 
you haven't yet built up rights under employer B,” and he is denied 
1is unemployment compensation benefits. 

That kind of thing has increasingly crept into the State laws. The 
definitions of suitable work, the requirements for actively seeking 
employment, as proof that the worker is not voluntarily une mployed 
have been increasingly stringent and detrimental in many cases to 
the basic reasons for the program. 

1 would have to say at this point, Mr. Chairman, so there can be 
no doubt about it, our historic position is that we never want, in the 
AFL, unemployment compensation to compensate anything but 
genuinely involuntary unemployment. We agree there should be 
provisions of eligibility and qualification that establish effectively 
the fact that an unemployed worker is involuntarily unemployed in 
order to be eligible for benefits. But many of these disqualification 
provisions as they have been examined by impartial boards again 
and again, by our unive rsity centers and other groups of that kind 
that look at it objectively, have pomted out in report after report 
that they have gone far beyond the necessity of any unemployment 
insurance law to properly police itself. 

The CHarRMAN. Don’t you think that some of that—let’s assume 
they made a mistake—is due to a desire to protect the fund and to 
preserve the soundness of their system? 

Mr. CrurksHANnk. I think undoubtedly some of it is. 

The CHarrMaNn. It is not all attributable to some villainous effort 
to burden the worker? 

Mr. CrurksHank. | believe that is correct. I will not borrow your 
word “‘villainous”’ today, sir, but 1 will say economic incentive to dis- 
qualify workers aside from the merits of his case for his particular 
appeal for unemployment benefits. 

The reason for that, Senator, is quite clear. Under our setup, which 
is peculiar in this country, that the charge for une mployment, or the 
measure of unemployment of any employer’ s former workers is not 
the number of those workers actually unemployed but the number of 
them who can successfully establish a claim for benefits. 

Now, that is one of the basic points where the whole theory of this 
method of financing, with individual employer experience rating, 
breaks down. That the employer’s tax is adjusted, in theory, on the 
number of workers, the number of his workers who become unem- 
ployed. But that is only in theory. In fact, only by the number of 
his workers who can establish a successful claim for benefits, as that 
is the only measure that is used—well, there are 2 or 3 States that have 
developed modifications where it is not the only measure, let me say 
for the sake of complete accuracy; but in the main, that is the only 
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measure that is used for measuring the degree of unemployment at- 
tributable to the individual employer. 

Now, that is what provides a tremendous additional incentive to 
develop little gimmicks and quirks in the law which would otherwise 
not find their way in to disqualify workers, to set up artificial standards 
of eligibility which go so far toward defeating the purposes of an 
unemployment insurance program 

The CHarrmMan. | am not prepared to say that perhaps there wasn’t 
some motive of that kind in some cases, but I suspect also that the 
States have found a lot of chiseling on these funds and have attempted 
to set up some standards that would solve at least a part of that 
problem 

Mr. Crurksuank. There has been some chiseling. There is some 
chiseling in every program, public or private. 

The CHarrMan. That doesn’t make it good. 

Mr. CrurksHank. No, that doesn’t make it good but it does put us 
on notice that we need to 

The CuHarrMan. It puts us on notice to set up protections against 
that thing 

Mr. CrvurksHANK. But it puts us on notice not to throw out the 
baby with the bath. 

The CHarrMan. I agree with this and I am taking a general excep- 
tion to this very discouraging view that there is no feeling of humanity, 
that there is no regard for workers’ rights in the States, and that it is 
in contrast a sort of heaven for aananaas to come here for relief. 
I don’t accept that theory. 

Mr. CrurksHank. I am sure you are not putting those words in 
my mouth, Senator. 

The CuarrMan. I am putting my own words in my own mouth. I 
have enough trouble doing that. 

Mr. CrurksHank. We do say that it has been extraordinarily 
difficult, in this and other fields, for workers to secure through the 
State legislatures what they feel is their equitable right. There are 
reasons for that which I think are objective and which can be sub- 
stantiated and documented. 

The CuarrMan. All right; go ahead. 

Mr. CruiksHank. With nearly 3% million people now unemployed, 
and the number increasing daily, we respectfully urge this committee 
and the entire Congress to devote its attention to the necessity for 
developing better Federal standards universally and equally appli- 
cable to all the States, designed to strengthen and improve the system, 
rather than to waste its valuable time on a measure such as that before 
you, designed primarily to give free play to the bureaucratic whims 
of State administrators by providing additional [pause] funds. 

The Cuarrman, Leaving out the word “slush”. Well, I have won 
a’’ victory, after along time. Thank you very much. 

Mr. CrurksHank. Conceded, Mr. Chairman. 

We submit that the present situation demands that Congress amend 
the Social Security Act so as to provide additional standards for all 
the States to meet the following objectives: 

(1) Benefits: The maximum primary benefit payable under State 
laws shall not be less than two-thirds of the average weekly wage of 
covered employment within the State. Subject to this maximum, 
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each individual’s primary benefit shall not be less than two-thirds of 
his average weekly earnings. 

(2) Duration: Benefits shall be payable to all eligible unemployed 
persons for a period of not less than 26 weeks. 

Of course, the key word there, you understand, is “eligible,’’ because 
he has to be available for work and it doesn’t mean a flat 26 weeks to 
every body. 

(3) Disqualifications: The States should be required to limit their 
disqualifving provisions to those actually designed to prevent pay- 
ment of benefits to any workers who are not genuinely involuntarily 
unemployed. The period of disqualification should be limited to 
such duration as corresponds to the period of time during which the 
individual’s unemployment can properly be considered a result of 
his disqualifying act. We suggest that 4 weeks represents a realistic 
period, 

(4) Coverage: Coverage should be made coextensive with the 
coverage of the Federal old-age and survivors’ program. In addition, 
protection should immediately be extended to the employees of the 
Federal Government. 

And as you know, that was included in the President’s message to 
Congress, requesting the addition of that provision. 

The act should further be amended to provide means whereby 
States would be permitted to provide for uniform rate reductions to 
all employers, as well as individual experience-rated reductions. 

Further changes in the financing of the program should be prov ided 
along the lines I have indicated above, namely, that proceeds of the 
Federal Unemployment Tax Act would be earmarked in a Federal 
unemployment account in the Federal Treasury, such account to be 
used for paying the Federal and State administrative expenses 
(including the establishment of a contingency fund) and reinsurance 
grants te those States which are in financial difficulty because of high 
rates of unemployment. 

These are the genuine needs of an adequate une mployment pro- 
gram, Which could be developed within the framework of the present 
Federal-State program. Anything short of such action will leave the 
Nation still without the basic protection of adequate unemployment 
insurance. 

Once again we should like to ask that the special interest of those 
supporting this particular piece of legislation be fully investigated. 
When the legislative representative of the American Federation of 
Labor, Mr. Andrew J. Biemiller, testified before the House Ways and 
Means Committee on April 15 with respect to the Mills-Mason bill, 
which preceded the present measure, he called for an inquiry into the 
operation of the Interstate Conference of Employment Security 
Agencies, contending that its members had become a lobbying front 
for certain employer interests who had tremendous amounts of money 
at stake in this proposal. To date, no such investigation has been 
made. Instead it is still contended that these State administrators 
and the members of this interstate conference represent the interests 
of almost all of the States in the enactment of this legislation. 

The CHarrMan. Well, what of it, what of that last sentence? It is 
stated that they represent the interests of almost all the States in the 
enactment of this legislation. The people who are members of this 
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conference are working with the problems in the States every day; 
are they not? 

Mr. CrurksHank. Yes, sir. 

The CHarrMan. They are officials of the States, why are they dis- 
qualified to represent their States? 

Mr. Crurksaank. I wonder if, I could proceed with this, and then 
perhaps you might still want to ask your question if it is not answered 
completely further on in the statement. 

The CHarrmMan. Very well. 

Mr. CrurksHank. I have here in my hand a memorandum—I 
think it may have been mentioned in this morning’s testimony—pre- 
pared and distributed by that organization, in which it is urged that 
all possible pressures be brought to bear on the members of this 
committee and on their colleagues in the Senate and the House to 
secure the immediate passage of this legislation. 

Now there are a couple of things about this, Mr. Chairman and 
members, to which I would like to direct your attention. In the 
next to the last paragraph of this memorandum appears these words: 

As soon as possible, and within the next month and a half, contact both of 
vour Senators and any others you may be able to, directly or, even better, through 
those whose opinion would be valued by them, see that they are clearly aware of 
the problem and of your views and of the views of all in your State who support 
the bill 

Now, Mr. Chairman, this is a distinctly lobbying technique. It is 
the kind of thing we do. 

Senator GrorGce. I was going to say I think I have observed that 
on the part of the A. F. of L. and the CIO. 

Mr. CrurksHank. The difference is, we are not being paid out of 
taxpayers’ money. I have been on the Federal payroll, and I would 
not be permitted during the periods of service that I had with the 
Federal Government, to do this kind of thing; and I don’t think any 
group should be permitted, when they are being paid by moneys that 
come out of the Federal tax receipts, to carry ona distinctively lobby- 
ing technique of this kind. 

Now there is one other rather significant thing that appears—and 
I didn’t fully realize the significance of it until this morning. In the 
instructions to their members—their fellow State administrators 
on the bottom of the second page of this memorandum, after they 
outline who is for and who is against the bill, and rather reluctantly 
admit that the important and interested agencies of the Federal 
Government are against the bill in its present form, they have this 
note, and I quote: 

The United States Department of Commerce is presently studying the bill 
carefully for the first time. What position it will take, if any, in the Cabinet, 
and/or before Congress, is not known at this time 

I would just like to raise the question, was it possibly the witness 
of this morning, Mr. Teetor, with whom they were conferring, and 
being unable to get a position of the Department of Commerce opposed 
to the position of the rest of the administrative agencies, he then 
came in and appeared as an individual, but at the same time, appearing 
as an individual, put before this committee information that was 
available to him only as an officer in the Department of Commerce? 

The CHarrMan. The committee, I don’t believe, was much misled, 
if at all, by the gentleman’s appearance. The chairman of the com- 
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mittee made it a point quickly to develop that he was appearing in 
a strictly personal capacity. If he revealed any secret information 
that isn’t available to everyone else, that would be interesting, but I 
know of no charge of that kind being made. 

Mr. CrurksHank. No; I was not making that charge. The sig- 
nificance here, it appears to me, is that here is an organization of 
individuals who receive their salaries for being State administrators, 
who are carrying on a lobbying activity with accepted lobbying 
techniques and lobbying upon Members cf the Congress and also on 
other administrative agencies of the Government. 

Now, I think, and we have felt for a long time—and there was 
another resolution that came up out of the Wisconsin State Federation 
of Labor, to our convention in St. Louis, and we have repeatedly 
called for an investigation of the lobbying activities of this group of 
administrators, and we haven’t had that investigation, and I am 
repeating again, sir, our respectful request that that kind of activity 
be inve stigate vl. 

The CuarrMaANn. The chairman of this committee, I must be frank 
to say, doesn’t feel any great excitement over the activities of this 
bureau, any more than he feels about your activities, or the representa- 
tives of any other organization. If there is a violation of law, that is 
a horse of a different color. 

I think that every member of the committee this morning was fully 
aware of the status of the gentleman who testified. 1 don’t mind say- 
ing that I wondered why he appeared at all, because he appeared 
simply as a citizen. As such, he has a right to appear, but 1 had been 
led to believe he was representing an official agency and thus put him 
ahead of one of our State governors, which I would not have done had 
I known he was appearing strictly for himself, but any citizen has 
a right to come in here and tell his story, and we are glad to hear it. 

Mr. CrurxsHank. | gathered, Mr. Chairman, from this morning’s 
proceedings, that you were quite aware of the situation with respect 
to this witness, but my main point is not with respect to this witness. 
My point, and the point which my organization wishes to raise, is the 
propriety of these people carrying on lobbying activities when they 
are on we public payroll. 

The CHarrMAN. My memory is that there is some kind of a statute 
that a ars on that subject. Do you claim that that statute has been 
violated? 

Mr. CrurksHank. I wouldn't claim that that is the case, and I 
wouldn't say that it is not the case 

The CuarrMan. Then why waste our time’ 

Mr. CruiksHANk. | am asking the committee t 
as to Whether they are in violation of the law, or w 
violation of propriety, Mr. Chairman 

The CHatrMAN. We might do that some time when we haven't 
anything else to do 

Mr. CrurksHank. Ah, but the position they take and the amount 
of dust they can raise on this bill, is related to it and effects your 
decisions with respect to this bill 

The Cuairman. I think there is a great—-1 am speaking personally, 
of course—lI think there is a great misunderstanding as to the amount 
of dust that various people who appear before the committees can 
raise. After a fellow has been around here a while, he gains certain 
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understandings about things without making speeches for the record 
and without thumping his chest, and he learns how to evaluate things 
that come in here. 1 don’t think that you need have the fears on the 
subject that you do have. 

Mr. CruriksHank. I appreciate that reassurance. 

The CuarrMan. I don’t intend it as a reassurance. I am just 
stating a fact. People are always worrying about some lobbyist 
affecting legislation. I think that every fellow who has been around 
here a while learns there are two sides to a story. A lobbyist, if he 
is a good one, is usually well equipped to tell one side of the story and 
the fellow in the Senate, if he is well equipped, makes a mental note 
“IT better look up and see what the other side of the story is,’’ and so 
the influence of lobbyists for employers and employees and organiza- 
tions of all kinds, sort of irons itself out in the end, because a wise or 
reasonably wise legislator takes the pains to find out both sides of 
the story. 

Mr. CrurksHank. Mr. Chairman, I don’t want to labor this point, 
but I trust that I don’t gather correctly from what you say, that you 
equate the activities of persons on the public payroll, with activities 
of people like Mr. Biemiller and myself and the other gentlemen who 
are waiting to testify in supporting or opposing this legislation. 

The CuarrmMan. Only because there is a law on the subject, that 
I am going to take a look at that law for my own satisfaction, to see 
what goes on, insofar as that law is concerned. 

Mr. CrurksHank. We would be very glad to have that done. 

Senator GrorGr. Doctor, I, in my own individual capacity have 
frequently seen men on the public payrolls up here who were directly 
interesting themselves in legislative matters before the Senate. | 
never take any offense at it, but that happens nearly every time you 
have a sharp issue, let us say, in which the administration is very much 
interested You will find some body around, out here in the rece ption 
rooms who are on the public payrolls, some of them with pretty high 
salaries now and then, and they are not loath to express themselves 
on how they feel about a certain kind of legislation. 

Now, your criticism of State people, here, 1 don’t think you ought 
to indulge in it because this is their job in the States and they are 
supposed to know more about it than anybody else, actually. 

Now, we have had, you know, from the very beginning, an issue, 
here, between a completely federalized unemployment system and 
the system which we did adopt. Now, frankly, I don’t think we 
could have adopted a federalized system, at that time. I am not 
yet convinced that it is a wise system, because this question of em- 
ployment, while it is national, and unemployment is a national prob- 
lem, and employment is a national problem, yet it is affected by condi- 
tions that exist in all of the States. They are not always similar to 
the conditions that exist in remote parts of the country, from those 
States. Their administrative officers are supposed to be able to 
give us some information, and I find it helpful—I don’t object to 
seeing a Cabinet officer around here occasionally, or somebody else 
around here occasionally. 

Mr. CrurksHank. That I think is quite different and we wouldn’t 
oppose that. I am glad you mentioned that, because I do want to 
differentiate between that and the kind of thing I am talking about. 
1 think it is entirely appropriate, and I am sure that you in the dis- 
charge of your duties as a Senator, as well as the other members of 


Set 3 





actecnagiis 

















EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT 163° 


this committee, would want to talk with State administrators about 
the way the program is working in the States. I think that is entirely 
appropriate and it is the kind of thing you need to have to come to 
wise decisions with respect to this program. But that, I think, is 
quite different from that organization, while posing as a group of 
professional administrators, getting out circulars of this kind to 
their members, asking them directly and indirectly, through persons 
who can have an influence on the Senators, bringing pressures to bear 
on them in regard to a piece of legislation. That is quite a different 
thing. 

Senator GeorGe. Maybe I wouldn’t do that, and maybe I wouldn't 
even counsel that, and certainly { wouldn’t want to approve it, but I 
don’t know how you are going to draw the distinction that you are 
making here against the State administrators in this field when right 
now—lI have had some difficulty in getting in and out of my office this 
morning on account of postmasters and post-office employees. They 
are all on the public payrolls. But, they are up here presenting what 
they think is a just case. I can’t find any fault with them about it. 

Mr. CrurksHaNnk. But, there is another question that arises there. 

Senator GrorGe. And they have associations and they pass res- 
olutions. 

Mr. CrurksHank. Did they come in here to see you at their own 
expense, or with public travel money? 

Senator GrorGge. I don’t know about that. 

Mr. CrurksHank. These individuals travel on public travel money, 
expending public funds to carry on their lobbying activities. 

Senator Grorar. Well, they made that money out of post-office 
jobs and postal jobs. 

Mr. CrurksHank. Yes, but it becomes theirs. They paid their tax 
on it and I am sure you wouldn’t carry forth that analogy. 

Senator GrorGe. I don’t know how you are going to distinguish 
between them. 

The CHairman. Now, Doctor, Ill show you how this works out. 
We have heard from State representatives, we have heard from repre- 
sentatives of the Government, we heard from a gentleman in a sort 
of a quasi-relationship, we have heard from Mr. Carey of ClO, we 
are hearing from you. Before we get through, we'll have a pretty 


good résumé of the questions that are involved here. I don’t think 
that our minds are going to be exploited by the fact that vou represent 
a labor organization, or that Mr. Teets, there, speaks for some of 


these State officials. What is the harm in it? 

Mr. CruiksHANk. I apparently haven’t made my point, Senator. 

The CaarrmMan. What is your point? 

Mr. CrurksHank. My point is not that these people shouldn’t be 
heard. I would say, myself, | would be the first to say your hearings 
were incomplete had you not heard from the State administrators. 
My point is that they should not as public officials travel on public 
money, spending public money and all, to act as a lobby, and that is 
quite different from giving their professional counsel and advice and 
suggestions and factual data before this committee, at the request 
of this committee and at the invitation of this committee. 

The CuHarrmMan. Even if they come voluntarily—more people 
come voluntarily and ask to be heard than we ask to come. It 
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doesn’t matter how a witness gets here if he has something to tell us 
after he gets here. 

Mr. CruisHank. I am not talking about a witness. I am talking 
about a man traveling at public expense and comes in here and spends 
sometimes 3 or 4 weeks, padding up and down the Halls of Congress, 
buttonholing every Member of Congress, pressing for legislation, while 
he is on the public payroll. 

The CHarrMAN. I say to the extent that involves a violation of law 
I am interested and I am going to take the pains to acquaint myself 
with what goes on in that field. 

Mr. CrurksHank. That is the only issue we are raising. 

The CuarrmMan. A part of our system is to get information. You 
necessarily get it from people who are lined up one way or the other. 
There are very few people who come in here and say “I am strictly 
judicious. I have no interest in labor; I have no interest in the em- 
ployer; I come here as a pure, unpolluted judicious character. Now 
listen to me for that reason.”’ 

We don’t get information that way. We get it from the various 
people who are interested and as I say we have the job and after a 
while you get a little facility for weeding out the bum stuff and getting 
the good stuff and keeping the legislative process rolling. I believe 
vour fears are exaggerated on this score. 

Now, Bernie Teets has been in town here, I don’t know how long, 
I don’t know whether he is paying for it out of his own pocket, whether 
an association is paying him, whether public funds are paying him. 
He comes from my State. As far as I can remember, we haven’t had 
a conversation prior to the time that he appeared in this hearing room, 
except there were some telephone conversations as to whether we were 
going to have a hearing. 

Am I right about that, Mr. Teets? 

Mr. Trers. That’s correct, Senator. 

Senator Jounson. Mr. Teets comes from my State, too, and Mr 
Teets has never spoken to me. Not one word. He hasn’t lobbied 
me. J wish he would. He has kind of neglected me. 

Mr. CrurksHANK. He should be brought up on charges by his own 
organization for not carrying out their directive. 

The Cuarrman. He has made a very effective presentation to this 
committee, and thus I assume he has carried out the purpose of his 
organization. He is a very effective man in his State, too. 

Well, go ahead. 

Senator Jounson. He is doing a good job and he is an able fellow, 
and this committee ought to have counsel from such men as Bernard 
Teets. 

Mr. CrurksHank. I repeat, Senator, we do not object to that, at 
all. In fact, we would object if you didn’t. 

Senator Jounson. Well, I’m glad to hear you say that. 

Mr. Crurksuank. We object to the confessed lobbying activities 
of this organization while on the public payroll, at public expense. 
The Senator or the chairman has assured us he will look into the legal 
aspects of that and that is all we are asking for. 

Senator JoHnson. I agree with you, that that is an unfortunate 
document that you have just read from. I don’t know who signed it, 
1 don’t know who got it up, I don’t know anything about that. 
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The right of petition is one of the rights that the Constitution gives 
to the American people and if they want to petition, they have a right 
to do it. 

Mr. CrurksHank. I don’t know the Constitution provides them the 
right to petition at Government expense, and that is my point. 

The CHarrMan. You will have a devil of a time, Doctor, asking these 
fellows who don’t make very much money, to come down here at their 
own expense. 

Mr. CrurksHANnk. That, again, I would not object to, I would not 
object to their having expenses paid when they are on official duties. 
When this committee would ask them to come in and appear. It 
would be entirely legitimate for them to come in and advise this 
committee. But, I object to their acting as a lobbying group at public 
expense. I do not believe that you or the other members of this 
committee condone that, and I’ll be glad to leave this document with 
you as evidence of the fact that it is going on. 

The CHarrMan. It will be put in the record. 

(The document referred to follows:) 


INTERSTATE CONFERENCE OF EMPLOYMENT SEcuRITY AGENCIES, 
November 5, 19458. 
To: State administrators 
From Henry E. Kendall, president, and Newell Brown, chairman, legislative 
committee. 
Subject: Reed bill. 


Passage of the Reed bill (H. R. 5173) constitutes the most important legislative 


objective of the interstate conference in the coming year. Such is the opposition 
that concerted, and immediate action by all the bill’s supporters is essential to 
assure its passage. This memo is designed to assist vou in giving the bill effective 


and timely backing and is prompted hy decisions reached at the recent annual 
meeting of the conference 
Your immediate consideration and action are most important 


rr ‘ } +} 
The Congress opens in early Januarv—the opposition is active today 


CONTENTS 


1. Bill's history and current statu 
II. Nature of opposition 
III. Nature of support 
IV. Bills’ provisions, in each case wit! 
(1 Conference position 
(2) Opposition positio 
(3) Conference rebuttal 
V. Suggested action by administrator 
VI. Senate Finance Committee membershi 


I. BILL’S HISTORY AND CURRENT STATUS 


The past.—The bill’s principles have been prime conference objectives since 
1948 when the Lynch bill, containing 1 of the 2 main features was introduced 
but never acted on. In the 8lst Congress, H. R. 4133 (Mills) contained them 
but was never voted on. Last winter, 82d Congress, a somewhat modified version, 
in twin bills, H. R. 3530, 3531 (Mason-Mills) were introduced. Extended and 
heated hearings took place during the spring. The bills were further modified 
without sacrifice of basic principle. A resultant ‘‘clean’’ bill, Tf. R. 5173 (Reed) 
came out of the House Ways and Means Committee. This was passed by the 
House 294 to 91 in July, jist before Congress adjourned. 

The present.—The Reed bill hes been referred to the Senate Finance Committee 
in the 2d session of the 82d Congress which opens in early January. It does not 
have to pass the House again unless the Senate amends it. Extended hearings 
are probable at the behest of the bill’s opponents. Subsequent steps presumably 
include committee recommendation, Senate vote, and Presidential action. 
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Il. NATURE OF OPPOSITION 


The significant opposition today and yesterday wants amendments to, rather 
than outright killing of, the bill, but the proposed amendments (see paragraphs 
EK and F below) would largely emasculate the bill. This opposition is composed 
of 

The Labor Department. 

The Treasury Department. 

The Bureau of the Budget. 

The White House concurring ps ssively in the joint position of the above- 
mentioned three departments. 

Some groups of organized labor. 


Ill. NATURE OF SUPPORT 


Few supporters agree with the bill in every detail, but all are agreed now on 
the compromise represented by the Reed bill as it stands. Supporters include 
The interstate conference—most States activelv, only one inactive opposi- 
tion, 
Local, State, and National trade associations throughout the country. 
House of Representatives, over 3 to 1. 
Many State governors actively interested, in addition to State adminis- 
trators 


Nore.—The United States Department of Commerce is presently studying 
the bill carefully for the first time. What position it will take, if any, in the 
Cabinet and/or before Congress is not known at this time. 


I\ BILL’S PROVISIONS AND ARGUMENTS PRO AND CON 


A. EKarmarking.—Beginning immediately, money collected by the Federal 
Government under the Federal Unemployment Tax Act and not spent for current 
employment security activity would be held for other employment security 
uses, rather than being spent for other Federal Government costs as in the past. 

(1) Conference believes this to be not only equitable but long overdue. 

(2) Opposition generally agreed on principle—may be a further issue on the 
mechanics. However, Reed bill in present form precisely follows Treasury 
Department's recommendation with respect to mechanics. Outside chance, in 
spite of all present indications to the contrary, that broad issue of earmarking, per 
se, may be raised. 

(83) Rebuttal—if necessary. This is a special tax raised for a special purpose. 
It is inequitable to use proceeds of such a tax for general revenue purposes. 

B. Federal reserve fund.—This excess between collections and disbursements 
each year would go initially into an unemployment trust fund. 

(1) (2) (8) All agreed. 

C. $200,000,000.— All excesses would go to this trust fund until it reached $200 
million, a matter of 3 years or so on the basis of present excess collection experience. 
Conference recommended $50 million, but compromised on $200 million. 
Opposition agreed at $200 million, started at $300 million. 

3) Rebuttal, none. 

D. Redistribution.—Any excess not needed in the future to maintain trust fund 
at $200 million, once it reaches that figure, would be redistributed to the States in 
the ratio that the covered wages in each bear to total wages covered by all unem- 
ployment compensation laws. 

1) Conference agreed. 

2) Opposition agreed, although originally some opponents wanted no redis- 
tribution of any kind. So far as this objection is related to the Federal cash budget 
situation, amendments already made have presumably met it. They may again 
raise this issue or question the prorating formula, however. 

(3) Rebuttal: If redistribution in itself becomes an issue, answers are the ob- 
vious uselessness of a huge accumulating reserve held in Washington; and the 
propriety of a redistribution which would have the net effect of varying employer 
tax rates not only in accord with local benefit needs but also needs for adminis- 
trative money. 

EK. State use of redistributed funds.—Such funds would be placed in each State 
unemployment compensation reserve fund for use in paying benefits and would 
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remain there permanently unless and until the State’s legislature, by specific 
legislation, granted the State agency a specific amount for a specific administrative 
purpose. Not more than the amount of redistributed money accumulated in 
the past 5 years by a State might be so used for administrative purposes. 

(1) Conference: 

Believes such money should be used primarily for benefit payments, 

But 

Believes States have long needed more administrative latitude, a latitude which 
would be possible where some of such money can be used for administrative ex- 
penses. The current tight purse-string control by a Federal department by defini- 
tion and charter prolabor over State operations which must tread the middle 
ground between labor and management is improper. 

Further, the money was initially collected for administration, not benefit 
payments. 

(2) Opposition adamantly opposes use for administration but will probably go 
along if restricted to use only for benefit purposes. 

The Federal Government appropriates for employment sect rity administration, 
and raises the necessary money through FUTA. It should have entire control 
over expenditures. Bill proposal waters down this control. 

States might use irresponsibly the power to use some money for administration. 

State latitude would upset present budgetary procedure, aimed at equity 
among States. 

(3) Rebuttal: In other programs States have some discretion in administrative 
use of money raised by Federal Government. What’s proposed isn’t exceptional. 
As to sanctity of Federal control where it appropriates, the House (the appropriat- 
ing branch and not one to give up its legitimate prerogatives lightly) is on record 
over 3 to 1 as favoring Reed bill, including proviso for administrative use of this 
money. 

Congress cannot claim to be all-wise as regards present and prospective detailed 
administration and benefit needs in each State. State legislatures, close to the 
scene, are better judges. 

Lack of faith in State discretion is one of the hallmarks of all centralist thinkers: 
In any case, labor and management both have strong interests on both sides of 
the question of using some redistributed money for administration. Decisions 
would not be made lightly. 

Current budgetary procedures and controls go far beyond the manifest or 


implicit intent of the present law. The business of spending something beyond 
what is granted for proper and efficient administration does not constitute up- 
setting procedures, or overriding congressional and Labor Department intent. 

F. Use of $200 million Money would be available to States whose benefit 


funds get into trouble according to specific criteria, on a non-interest-bearing 
loan basis, providing the needy State has an average contribution rate of 2.7 
at the time of its request for a loan. 

(1) Conference agrees. 

(2) Opponents reluctantly accept principle of repayment having preferred 
outright grants. Opposition now concentrating on weakening the repayable 
feature of advances. 

3) Rebuttal. Only through providing for certain repayment of advances 
can the full responsibility of the States to finance their benefits be maintained 
and the integrity of the State systems be preserved. 

Nore.—The administration may urge an amendment which would include 
in the possible uses of this fund withdrawals to cover any minus balance between 
FUTA receipts and appropriations. While the conference has taken no posi- 
tion officially on this, presumably it would oppose it as inequitable, considering 
15 years during which the Federal Government has kept the plus balances, and 
the improbability of the contingency in the foreseeable future. 

G. Repayment of loan.—A State receiving a loan would have to repay from its 
benefit fund within 2 years. If it failed to do so, repayment would be forced 
through the procedure of the Féderal Government collecting more than 0.3 
percent from FUTA—covered employers in ensuing years: 0.45 percent, 0.60 
percent, 0.75 percent, ete. The difference between this gradually increasing rate 
(assessed regardless of the State’s own contribution rates) and the usual rate of 
0.3 percent would be used to liquidate the loan. 

(1) Conference believes: 

A loan without definite, enforceable repayment proviso is no loan at all in 
effect. 

That such proviso is essential since all States, through their interest in redistri- 
bution funds, are adversely affected by withdrawals from the Federal reserve 
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That anything short of a strictly repayable loan plan can promote Federal 
standards through pressure from Washington on debtor States. 

That only through a businesslike loan program can there by any assurance that 
a troubled State will make its maximum effort to get its law, administration, and 
econom'\ back on a sound, solvent basis. 

(2) Opponents, most of whom originally favored outright grants, now want 
loans repayable when the State gets ready to pay, measured by a given fund 
solvency criterion. They argue: 

Forced repayment before State is ready could aggravate the conditions which 
produced the need in the first place. 

Such a proviso would not be in keeping with Federal policies of lending assistance 
in shoring up weak local economies, 

States can be trusted (in this case) to make maximum effort to get out of the 
hole; and if they can’t be trusted, proviso could be maae to forbid benefit increases 
and to exercise other Federal controls to prevent irresponsibility until State has 
paid up 

3) Rebuttal: While forced repayment coula aggravate or stretch out economic 
depression, if depression persists sooner or later the answer must be complete local 
economic overhaul. Continued Federal unemployment compensation handouts 
(at the expense of all other States) is no permanent solution ana would simply 
postpone for a time the day of necessary economic overhaul. If a State stays in 
trouble more than 2 years, something more than UC pump priming is needed. 
Only one State appears worried by the forced repayment possibility. 

Federal handouts over an indefinite period do not constitute a sound business- 
like means of assisting troubled States 

Unlike the case of administrative use cf redistribution money, in this case there 
are few or no internal State forces working for sound planning. In fact, both 
labor and management would have positive inducements to stay in a debtor status, 
once there Belt tightening by both would be essential to simply getting out of 
trouble. If, in ad dition, a loan had to be repaid when the system was again 
solvent, further anc | protré acted belt tightening would be required As long as the 
loan dian’t have to be repaid and more could be had without definite repayment 
strings, why cut benefit rates and raise contribution rates, ete. In this sense the 
loan without definite repayment proviso would be worse than a grant. 

As for the Federal Government foreing a State to tighten its belt, this involves 
additional Federal invasion of States’ rights in this field and is a step toward 
federalization Further, putting a ceiling on a State’s benefit formula could well 
aggravate or prolong the economic situation which brought on insolvency in the 
first place 

V. SUGGESTED ACTION BY STATES 


A. Become acquainted with the problem. The legislative committee will be 
glad to answer any questions not covered above. 

B. As soon as possible and within the next month and a half, contact both of 
your Senators and any others you may be able to, directly or, often better through 
those whose opinion would be valued by them. See that they are clearly aware 
of the problem and of your views and the views of all in your State who support 
the bill 

C. As opportunity offers in the next 6 months, make contact as above with 
your State representatives, against the possibility that a Presidential veto may 
face the House. 

Time is important. Please act now. 


VI. SENATE FINANCE COMMITTEE 


Eugene D. Millikin, chairman, Colorado 


Hugh Butler, Nebraska Walter F. George, Georgia 
Edward Martin, Pennsylvania Harry Flood Byrd, Virginia 
John J. Williams, Delaware Edwin C,. Johnson, Colorado 
Ralph E. Flanders, Vermont Clyde R. Hoey, North Carolina 
George W. Malone, Nevada Robert 8. Kerr, Oklahoma 
Frank Carlson, Kansas J. Allen Fre sar, Jr., Delaware 
Wallace F. Bennett, Utah Russell B. Long, Louisiana 


The CHarrMan. I am looking this up not to make a big production 
out of it, but just to satisfy myself as to where I am in my own conduct 
of these matters so far as the law is concerned. I remember having 
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been critical of certain types of lobbying by Government employees, 
and so I would like to attain a reasonable degree of consistency in my 
positions in the past. I am not as excited about this as you are, 
because after all it boils out on this table, here. You are having your 
opportunity, Mr. Carey had his, the states have had theirs. As I 
say, as far as | am concerned, if somebody is going to do any lobbying 
around here, they ought to come and see me on any subject that comes 
before the Senate Finance Committee. Mr. Teets hasn’t lobbied me. 
[ don’t recall of any from the labor organizations lobbying me. I hope 
no one has neglected his duty, but we get this thing around the table, 
here, and in the end we get the facts. 

We are not fooled very much of the time, | do not believe. 

Mr. CrurksHank. Their contention that they represent the inter- 
ests of the States, however, was effectively exploded at the National 
Conference on Labor Legislation held the last week in February here 
in Washington at the call of the Secretary of Labor. There were 40 
different States represented at that conference. Thirty-five of those 
in attendance, designated by their governors, were the commission- 
ers of State labor departments (or the comparable State labor agen- 
cies). ‘Two were deputy commissioners; 2 were representatives of 
State employment security commissions, and 1 was the director of 
the women’s and children’s division of the State department of labor 
making 41 in all, coming from the State labor departments. These 
representatives unanimously passed resolutions condemning the 
measure now before you, H. R. 5173, in its present form, and calling 
for grants to States, rather than loans, and specifically condemning 
the redistribution of funds for administrative purposes. They like- 
wise took unanimous action in endorsing the principle of Federal 
standards in the unemployment compensation program along lines 
very similar to those which I have indicated above. Copies of these 
resolutions are attached to this statement, and I respectfully request 
that they be made a part of the record of these hearings, along with 
the list of names of those participating. 

The CuarrMan. Doctor, is there any particular doubt that these 
people you are talking about came here at the expense of the public, 
with public money’ 

Mr. CrurksHank. No, sir. 

The CuarrMan. Of course, they did. Thev came here with public 
money and you are urging us to listen very attentively to what they 
have to say. 

Mr. CrurksHank. Mr. Chairman, there are several vitally im- 
portant differences. First, a number of them came at their own 
expense. Some of them came at the expense of States, | presume. 

The CHarrMan. Of course. 

Mr. CrurksHank. But, they did not come here lobbying. They 
came here at the request of the Secretary of Labor who was asking 
and seeking their advice through their governors, on State legislation. 

The CuarrMan. In the end it all comes to that anvhow because, 
Mr. Teets of Colorado calls up and says ‘‘Are you going to have a 
hearing on this bill?” And I say, “Yes. We will be glad to have you 
appeal 

Well, I could put that on embossed stationery and have it engraved 
and issue him an invitation to come, but that is a sufficient invitation 
to come. Must we subpena everybody? 
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Mr. CrurksHanKk. I don’t mean for you to subpena them. That 
is not the question at all. 

The CuarrMan. Well, I’m glad to have him. 

Mr. CrurksHank. This memoranda as you read it calls upon these 
members to get to work within their States at the time during the 
recess and to bring pressures upon them, call upon people who will 
have influence on the Members of Congress. I submit that is a 
lobbying technique. 

The CuarrmMan. | have requested that that be included in the 
record 

Let me suggest to vou that these resolutions, this body you are now 
talking about, also may have had a lobbying purpose, and I would 
like to suggest to you that of those you mention, how they come here 
and the auspices under which they come here, and who they are coming 
to see indicates that they are traveling on expenses that don’t come 
out of their own pocket. I am very glad to have their opinion. Iam 
not going to throw their opinions in the wastebasket because maybe 
they drew on a State account to come here. 

Mr. CrurksHank. There is still a difference between that and 
lobbying. 

The CuarrmMan. The difference is you approve of what these people 
had to say and you disapprove of what the other fe a gen to say. 

Mr. CrurksHank. There is a fundamental difference in principle. 

Mr. Chairman, I am disappointed in my own ability i make that 
issue clear, which I am sure, if there were someone here able to make 
that clear, would make it very apparent to you. There is a basic 
difference in principle between people lobbying on the Government 
payroll, than there is people coming in here and presenting a point of 
view about legislation at the request of, or the invitation of a 
committee. 

| am not interested in whether it is an engraved request or a verbal 
request. There is a basic difference in principle. I’m sorry if you 
don’t recognize it. 

The CHAIRMAN. Everyone who has come here has come in expressed 
words or implied words, at the invitation of this committee. 

Mr. CrurksHank. I’m not talking about that. 

The CuarrmMan. They say “Are you going to have a hearing on a 
certain bill?” We say, “Yes.” They say, “When is it going to be?”’ 
We indicate when it is going to be. “We sli, we would like to be heard.” 

Then somebody says, the secretary of the committee or the chair- 
man of the committee, “Come ahead and we will be glad to hear you,”’ 
just as we say, “Come ahead, Doctor Cruikshank, we'll be glad to 
hear from you.” I’m sorry if you are not getting any expenses out 
of this. 

Mr. CrurksHank. That is not the point. What I’m _ talking 
about—and if you will investigate the activities of this organization 
you will find that they not only come to hearings—which again, let 
me repeat, is perfectly all right with us—but they will swarm like bees 
over Capitol Hill, buttonholing Members of Congress engaging in a 
lobbying activity, assuming the guise of disinterested administrators, 
when they are actually representing certain identifiable financial inter- 
ests, and a proper investigation of that will reveal it, and I hope you 
will not attempt to avoid such an investigation. 
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The CuatrMANn. Believe me | am not attempting to avoid any- 
thing. I told you what I will do and all that I will do and I told you, 
also, that 1 am not going to make a big production out of it. But, if 
these fellows have been swarming around over the Capitol like bees, 
three members of the committee here haven’t been swarmed. 

Mr. CrurksHank. Well, they will be. 

The CuarrMan. I should think these three members of the com- 
mittee would be swarmed if someone was here attempting to influence 
the opinions of this committee, 

Mr. CrurksHAank. They will be because this has just been before 
your committee, now and you will get it. 

The CHarrMan. This has been pending since last year, Doctor. 

Go ahead. 

Mr. CrurksHank. Well, I make the point that these are officials, 
chosen by the governors of the States as those closest to the labor 
problems and to the administration of labor laws within the States. 
Because most of them are not directly responsible for administering 
the unemployment compensation programs within their States, they 
do not have the bureaucratic interest in the Reed bill that is repre- 
sented by the membership of the Interstate Conference of Employ- 
ment Security Agencies, but [ am sure no one would contend that 
they are any less close to the problems of the wage earner or the 
unemployed worker in the States. 

In view of the fact, therefore, that H. R. 5173 represents unsound 
principles of government administration and finance; that it does 
not meet the basic needs of an unemployment compensation program 
in a time of crisis; that it does not meet the standards set up by the 
Bureau of the Budget, Department of Labor and the Department 
of the Treasury nor have the support of disinterested State labor 
officials nor of any representative labor organization, the American 
Federation of Labor urges this committee to reject this bill in its 
present form and to report in its stead amendments to the Social 
Security Act that will provide an adequate system of protection against 
the contingency of unemployment, embodying the recommendations 
we herewith submit. 

Thank you very sincerely, Mr. Chairman and members of the 
committee. 

The CuarrMan. This appendix Twentieth National Conference on 
Labor Legislation Report of the Resolution Committee, what is that? 

Mr. CrurksHaNnk. Is that not appended to your copy, sir? 

I would like to say a word for the reporter, that we appended the 
entire report, there, but it is only to a point down toward the bottom 
of page 3 that is relevant to this record. 

The CuarrMan. That’s all you want to put in? 

Mr. CrurksHaNnk. Yes, sir. The two resolutions dealing with 
unemployment compensation. 

The CuarrMan. Do you know what to put in, Mr. Reporter? 

The Reporter. Yes, sir. 

(The information previously submitted appears at p. 105:) 

The CuarrMan. Thank you very much, Mr. Cruikshank. 

Mr. CrurksHank. Thank you, sir. 

The CuarrMan. Now we will hear from Mr. Frank B. Cliffe. 


45744-—54 12 
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STATEMENT OF FRANK B. CLIFFE FOR THE CHAMBER OF COM- 
MERCE OF THE UNITED STATES 


The Cxarrman. Identify yourself to the reporter, if you will, 
please. 

Mr. Currre. Mr. Chairman, members of the Senate Finance Com- 
mittee, my name is Frank B. Cliffe. I am vice president and chief 
financial officer of H. J. Heinz Co., Pittsburgh, Pa. 

[ appear before your committee representing the Chamber of Com- 
merce of the United States to support the major principles of H. R. 
5173 to amend the Social Security Act. The bill provides that the 
excess of collections from the Federal unemployment tax over unem- 
ployment compensation administrative expenses shall be used to 
establish and maintain a $200 million reserve in the Federal unem- 
ployment account. The remainder of such excess shall be returned to 
the States. The reserve will be available for advances to the States. 

This legislation is supported by the Interstate Conference of Em- 
ployment Security Agencies. 

| believe there is common agreement among all parties concerned 
that the proceeds of the unemployment tax act should be used ex- 
clusively for the unemployment compensation programs. We fully 
endorse the exclusive use of the three-tenths percent Federal tax for 
the Federal-State employment security program. 

Since the beginning of the unemployment insurance program, over 
$1 billion of the Federal tax on employers in the various States has 
been diverted to the general revenue purposes of the Federal Govern- 
ment. We are glad to see the Congress considering a long overdue 
remedy to this situation. 

When the Social Security Act was under consideration in 1935, 
nobody knew how much the administration would cost. This three- 
tenths percent was somebody’s guess that it would be an adequate 
amount. It has proven to be more than adequate. 

There appears to be no disagreement between the State and na- 
tional authorities upon the establishment of a loan fund designed to 
aid those State unemployment trust funds which may get into tem- 
porary difficulties. The Congress endorsed the loan principle in the 
Reconversion and Demobilization Act of 1944 through establishment 
of the so-called George loan fund. 

Also, President Eisenhower in his economic message in January 
stated: 

The reserves of most States are sufficient to finance payments for a number of 
years at the unemploymenv experience of 1946-52. But the reserves of a few 
States are less adequate and might be jeopardized by widespread unemployment. 
It is recommended, therefore, that the Congress provide machinery for granting 
noninterest bearing loans to a State whose 1eserves are near exhaustion. 

The President went on to say: 


Since those appropriations (to the States for administrative purposes) are less 
than the receipts from the tax, it is possible to use the difference to establish a 
fund from which loans to needy State funds can be made. 


That was a recognition by the President of this $1 billion of excess 
over a period of some 13 years. 

H. R. 5173 provides the mechanics for establishing and administer- 
ing such a loan fund. We commend this committee for recognizing 
the loan fund principle and the need for supporting the State unem- 
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ployment compensation trust funds during possible temporary emer- 
gencies. 

There no longer appears to be any disagreement between State and 
national authorities on the principle that excess collections after estab- 
lishment and maintenance of the loan fund, be allocated to the unem- 
ployment trust funds of the respective States (which trust funds are 
held by the United States Treasury). Allocations would be made on 
the basis of the ratio which the amount of wages subject to contribu- 
tions in the individual States bears to the total wages subject to con- 
tributions under all State unemployment compensation laws. Federal 
and State authorities agree that the funds so allocated could be util- 
ized for unemployment benefit payments by the States. 

However, there is disagreement concerning the utilization by the 
States of such allocated funds for administrative cost purposes. 

The members of the Chamber of Commerce of the United States 
believe that the percentage of State unemployment compensation 
contributions (including experience-rating credits) which an emplover 
may offset against the unemployment tax should be increased from 
90 percent to 100 percent, thus taking the Federal Government out of 
the tax collecting field, which was discussed this morning, Mr. Chair- 
man. 

Each State should then pay the administrative costs of its own un- 
employment compensation system, as well as the costs of the State 
employment service, from its general revenues. This procedure would 
allow each State to administer its unemployment compensation pro- 
gram in conformity with its legislative process 

The CHarrMan. Don’t you think in view of the fact that the Fed- 
eral Government does have a function in this business and does collect 
the tax, that it has a just ground to establish standards for the States? 

Mr. Currre. Yes, Mr. Chairman, as long as the Federal Govern- 
ment is collecting the three-tenths percent it has a basis for some stand- 
ard, with the emphasis on “‘some.”’ 

The CHarrRMAN. Well, even go further, with regard to collecting 
the whole tax. 

Mr. Cuirre. It is not collecting the whole tax, sir, because the 
States have the responsibility for the collection of the bulk of the tax. 

The CHarrMan. The money comes down here. 

Mr. Currre. And the State deposits its total collections in Wash- 
ington. 

The CHarrMan. In view of the relation of the Federal Government 
to this whole scheme, which seems to be a combination Federal and 
State plan, don’t you believe that the Federal Government does have 
some duty to lay out some standards to govern the use of the money 
which it either collects or for which it acts as depository? 

Mr. Cuirre. You are getting into a fine line, there, Senator, as 
you well realize. How much responsibility should the Federal Govern- 
ment carry? That is a debate two centuries old. 

The CuarrMan. I think you can very easily get to the point where 
you can argue that it shouldn’t carry any, and it is toward that that 
I am directing my queries. 

Mr. Currre. The Reed bill, Mr. Chairman, does not go as far as the 
chamber of commerce’s official pesition recommended. The chamber 
of commerce’s official position, which was accepted by a referendum of 
its membership nearly a year ago, on a 17 to 1 vote, called for the 
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Federal Government getting out of all of the tax-collecting responsi- 
bility and throwing the entire responsibility upon the State to finance 
their own operations. If that were done, then there would be still 
less reason for the Federal Government to have any standards con- 
trolling State activity, but that is not in the present Reed bill. 

The Cuarrman. What would be the role of the Federal Govern- 
ment under what the chamber would like to see? 

Mr. Currre. The role of the Federal Government would then be, 
as you pointed out a moment ago, sir, to receive all the funds col- 
lected in the respective States, to act as custodian or trustee of those 
funds, and to return them to the States as and when the States needed 
them to pay benefits. 

The CHarrMan. Under that theory, why couldn’t the States 
deposit their own funds? They are accustomed to depositing funds. 

Mr. Curre. The reason that I believe the Congress provided for 
the Federal custody of the funds was the large amount that would be 
involved and the irregularity of the demand for the withdrawal of 
those funds. 

As you well realize, sir, any security which has to be turned back 
into cash, under certain circumstances, is only as good as your ability 
to get it into the cash form at the time you need it. If you own a 
house, you may have paid $30,000 for it, but if you can only sell it 
for $20,000, it isn’t worth $30,000, in cash, at that time. 

The CHarrMan. We have State funds invested in their own securities, 
and I assume a limited list of other securities. Why give the Federal 
Government any role, at all, if the Federal Government doesn’t have, 
let us call it a supervisory interest over this thing? Wasn’t the pur- 
pose of making the Federal-State operation to give the Federal 
Government some control over the operation? 

Mr. Currrs. I wouldn’t disagree too strongly with that position, 
but I have not advocated it. I have not advocated it because it is 
not the present position of the United States Chamber of Commerce, 
for which I am speaking, sir. 

H. R. 5173 is a step in this direction—that is giving the responsi- 
bilities to the States—and is consistent with the overall chamber 
position that all costs of this program should be borne by the States. 
Only by placing ultimate responsibility for financing benefits and 
administration on the States can the integrity of the State unemploy- 
ment compensation systems be maintained. 

We, therefore, fully support the alternative use of funds allocated 
to the States for either the payments of benefits or for meeting ad- 
ministrative expenses. 

We emphasize that in our opinion the States should be allowed 
to utilize these reallocated funds for administrative purposes. There 
are many instances where additional funds would have made for more 
efficient and effective administration of the State programs. ‘Too 
many times the States have not had sufficient funds to properly 
check on the validity of claims for benefits or otherwise to properly 
administer their programs. 

The CHarrMAN. The theory has been suggested, here, that be- 
cause of whatever the factors may be that exist in a particular State, 
some States have much more drastic unemployment and employ- 
ment problems than others, and that some national recognition 
should be taken of that fact. In other words, that each State should 
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not operate in its own little compartment, but that all States have an 
interest in seeing that the exaggerated unemployment, let us call it, 
in one State, is adequately met in that State, by some sort of con- 
tribution from all of the States. What do you think of that? 

Mr. Cuirre. I comment on that in a supplemental statement, 
which you do not have in front of you, because I prepared it after 
this morning’s session, Mr. Chairman, if | may go on with that. 

The Cuarrman. Go ahead. 

Mr. Currre. I read the statement presented yesterday by Mr 
Siciliano, Assistant Secretary of the Department of Labor and, except 
as noted above concerning the use of funds allocated to the States for 
administrative purposes, | am in agreement with the amendments 
which he suggested as a result of the Department’s further study of 
the bill since its introduction in May of 1953. 

I had expected to limit my testimony to 10 minutes, as the clerk of 
the committee who invited me to be present, suggested; suggesting 
that it should be very short. 

The CHAIRMAN. Well, we are big-hearted people around here. 

Mr. Currre. You showed it very clearly this morning, sir, and | 
appreciate it. 

The CHarrMan. We'll leave a little more leeway to the chamber or 
any other witness who is in real need of it. 

Mr. Cuirre. May I just go on? This will not take very long, 
because it is double-spaced material. 

The CHAIRMAN. Proceed. 

Mr. Cuirre. I had expected to limit my testimony to the subject 
matter contained in H. R. 5173. However, there were a few things 
mentioned by the CIO that should not be allowed to pass without 
comment. 

H. R. 5173 does not call for—and I quote from the CIO testimony 
“holding down benefits at the very time that their improvement is 
most needed.’”’ As the bill was introduced, there was a 3-year lag 
between a loan to a State and the time when employers’ rates would 
be even slightly raised, if the loan had not been repaid. That would 
allow for recovery from almost any recession. Mr. Siciliano’s pro- 
posed amendments would permit an even greater interval. 

It would not force States to raise the employers’ tax rates as a con- 
dition to receiving a loan, but only if, after 3 or more years, the loan 
had not been repaid. 

The refund to all States of any part of the 0.3 percent Federal tax 
not needed for administrative expense, plus setting up the loan fund, 
would be returned in proportion to the amount received from each 
State. Thus, it would be equivalent to lowering the Federal tax to 
0.25 or 0.2, or whatever amount was needed for the purposes for which 
it was levied. Take the money in as at present, but the amount not 
needed goes back in proportion to the way it came in. It is just the 
same as reducing it to a net, lower tax rate. 

Part of these Federal grants for administrative expenses are for 100 
percent of the cost of running the State employment offices. Under 
the original Wagner-Peyser Act, the States carried half of this cost, 
but were relieved of their share of this as these offices, under wartime 
conditions, were temporarily under direct Federal control. 

The statement submitted this morning is full of strange contra- 
dictions, which I am sure you must have noted 








176 EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT 


Surely, a committee of the Congress should honor the judgment of 
their fellow legislators who are meeting in the respective States. 
lhe provisions of the laws of each State, as to benefit amount, duration, 
conditions of grant, et cetera, represent the normal legislative process 
in each State in which all persons have opportunity to be heard, in 
every session, and where changes have been made from year to year, 
mostly to liberalize, occasionally to correct abuses revealed by expe- 
rience, Which point you made a while ago with the previous witness. 

Of course, the CIO is dissatisfied with present State laws. Present 
State laws are more liberal than even the CIO demands of 1935-38 
when this legislation was first being passed. As long as benefits go 
only to employees, and the initial cost is borne solely by employers— 
except for fractional amounts in two States—naturally, CIO has a 
desire for more. But the State legislatures must have the balancing 
judgment, to deal wisely with the overall economy of the State. 

In comparing benefits with wages, it must. always be remembered 
that wages are subject to a Federal, and in some cases, a State and 
local tax, but benefits are net take-home pay. Thus, wages of $75 
per week may result in a take-home of $60 ,which is the amount against 
which benefits should be measured. 

In comparing benefits with statistical standards of cost of living 
for a family, it must be remembered that in many families, there are 
2 wage earners, | of whom may still be employed or who may also 
be drawing benefits, thus doubling the statistical average of benefits 
for the family, not to mention the use of accumulated savings or the 
effect of defering purchases of durable and semidurable goods. 

Rhode Island’s difficulties stem back to legislative and administra- 
tive difficulties long before Governor Roberts took office. Notwith- 
standing these early warnings, the State requested permission to 
transfer $29 million out of its unemployment funds to set up another 
State welfare program. That $29 million would have radically 
changed the look of their fund in all subsequent years, if it had been 
left in the fund for which it was collected. 

Employers’ pressure against payment of benefits occurs where the 
employee is asking for benefits that are not authorized by the State 
law. It is the State that decides whether to pay, after all the facts 
are made available by the employer and the claimant, as Senator 
Frear pointed out this morning. 

Nothing in the Reed bill would prevent any State from building up 
its own trust-fund balance, in good times, as high as the State legisla- 
ture authorized, contrary to a statement made this morning. 

The CIO worries about the solvency of the funds of some States, 
and at the same time proposes Federal legislation to force State dis- 
bursements at a higher level than the State considers sound public 
polic; Vv. 

The CIO complains that the present system of Federal grants for 
administrative funds has not worked well, and then opposes solution 
of this problem. If the States had full responsibility for administrative 
expense, as advocated by the chamber of commerce, there would be no 
problem of the Federal reviews and cuts. 

Gentlemen, I think the Reed bill, H. R. 5173, is basically desirable; 
it has the support of the United States Chamber of Commerce and the 
State administrators, and should be passed with the amendments 
previously mentioned above 
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The CHairMAN. Do you have anything further? 

Mr. Cuirre. I have nothing, sir, unless there are questions. 

The CuarrmMan. You have no complaint with regard to lack of 
generosity as far as time is concerned? 

Mr. Cuirre. You have been most gracious all day today. I was 
not here yesterday, but I am sure that same spirit prevailed. 

I 

ly .- os. IN a ee seahaieied } acim 

The CoarrmMan. Thank you very much, sir. 

Mr. Layden, please. 


STATEMENT OF BRUCE LAYDEN, DIRECTOR, SOCIAL SECURITY 
AND INSURANCE DEPARTMENT, NEW JERSEY STATE CHAMBER 
OF COMMERCE 


Mr. Laypen. Mr. Chairman and members of the committee, my 
name is Brude Layden. I am director of the social-security and 
insurance department of the New Jersey State Chamber of Commerce. 
I appear here today as a member of the social security committee of 
the Council of State Chambers of Commerce, on whose behalf I wish 
to testify. 

The Council of State Chambers is composed of 31 State and regional 
organizations in 28 States. By reason of its grassroots organization, 
the Council of State Chambers is representative of a very substantial 
cross section of the business community, representing almost every 
conceivable kind and size of business enterprise. 

I have been specifically authorized to appear on behalf of the 
following State and regional chambers of commerce 

Alabama State Chamber of Commerce 

Arkansas Economic Council-State Chamber of Commerce 
Colorado State Chamber of Commerce 

Connecticut Chamber of Commerce 

Georgia State Chamber of Commerce 

Idaho State Chamber of Commerce 

Illinois State Chamber of Commerce 

Indiana State Chamber of Commerce 

Kansas State Chamber of Commerce 

Massachusetts State Chamber of Commerce 

Missouri State Chamber of Commerce 

New Jersey Chamber of Commerce 

Empire State Chamber of Commerce, Inc. (New York) 
Chamber of Commerce of the State of Oklahoma 
Pennsylvania State Chamber of Commerce 

East Texas Chamber of Commerce 

South Texas Chamber of Commerce 

West Texas Chamber of Commerce 

West Virginia Chamber of Commerce 

And I have just received a telegram advising us we should add to 
this list Virginia and Delaware. 

We wish to endorse the following three principles which are em- 
bodied in H. R. 5173, the Reed bill, as a means by which the employ- 
ment security program can more directly serve the needs and public 
policies of the respective States: 

Principle I: The utilization of all revenue collected under the 
Federal Unemployment Tax Act—now codified as subchapter C of 
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chapter 9 of the Internal Revenue Code—for employment security 
purposes. 

At the present time, Federal unemployment tax receipts are covered 
into the Federal Treasury as internal revenue collections. Such 
collections are used to finance general government costs as well as to 
finance the administration of employment security. We believe that 
the total revenue collected under the Federal Unemployment Tax 
Act should be used solely for employment security purposes. 

Principle Il: Establishment of a contingency reserve fund for the 
purpose of extending temporary loans to any State whose unemploy- 
ment compensation fund is threatened with insolvency. 

Federal unemployment tax collections have consistently exceeded 
annual appropriations made by Congress for employment security 
administration. We support the use of such excess tax collections 
to create a contingency reserve fund. From such a fund, States 
whose unemployment compensation trust funds are threatened with 
insolvency could secure interest-free loans to assure continued pay- 
ment of unemployment benefits to eligible claimants. 

However, we believe that every such loan should be made in 
accordance with effective provisions requiring repayment within a 
reasonable period of time. 

Principle III: Annual redistribution to the States of the amount by 
which the Federal unemployment tax revenue exceeds Federal appro- 
priations for employment security administration. 

We support the principle that, once the contingency reserve fund 
has been established, any excess of Federal unemployment tax collec- 
tions not needed to maintain this trust fund at an adequate level 
should be distributed to the States in an equitable manner. 

It seems particularly important to us that such redistributed 
amounts should be available to a State either for benefit disbursement 
or for administrative expense of the state’s employment security 
program. However, it seems entirely appropriate that no such moneys 
be used for administrative purposes unless the State legislature spe- 
cifically authorized such expenditure. 

Each of these principles—the use of all Federal unemployment tax 
revenue for employment security purposes, the establishment of 
loan fund, the redistribution of excess revenue to the States for 
benefit payment or employment security administration financing 
is incorporated in H. R. 5173. 

We respectfully request that this committee give favorable consider- 
ation ° these principles. 

The CaarrmMan. Thank you very much. 

Mr. con Nn. Thank you very much, Mr. Chairman. 


The Cuarrman. Mr. Vocelle 


STATEMENT OF JAMES T. VOCELLE, CHAIRMAN, FLORIDA 
INDUSTRIAL COMMISSION 


Mr. Vocetie. Mr. Chairman, and Senator George, I am one of 
these public administrators about which much has been said. 

I don’t want to get off into any byways, here. The committee has 
been most indulgent and I don’t want to take up any more of your 
time than necessary, but perhaps on a question of personal privilege, 
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[ want to say that I notice in the statement of the American Federa- 
tien of Labor, it is said that 

The members of the Interstate Conference have become a lobbying front for 
certain employer interests who have tremendous amounts of money at stake in 
this proposal. 

I would like to say for the record that not a single employer in the 
State of Florida has ever discussed this measure with me in any way, 
shape, or form. It may be the employers of Florida are not as alert 
as they are in some States, but none have discussed it with me. 

I am here today at the request of the junior Senator from Florida, 
Senator Smathers. He asked the committee to hear me, today, for 
whatever it may be worth. It may not be worth anything. 

The CHairMAN. We are very glad to have you. 

Mr. Voce.ue. I am very much interested in this matter. I deem 
it to be a part of my obligation and duty as a State administrator of 
the unemployment compensation program in Florida, because I think 
that this measure vitally affects this program, not only in my State, 
but throughout the country. 

Now, we are for the Reed bill for two basic reasons: We think that 
it provides justice to the people who pay the tax, and that it also 
affords a greater amount of protection to the people who receive the 
benefits. 1 would like, briefly, to explain to the committee why we 
have reached those conclusions. 

It seems to me that we have gone far afield of what we are talking 
about, here, or what we are dealing with, in this particular bill, 
although I realize, of course, that the committee has been interested 
and is interested in this whole unemployment compensation picture. 
But we are dealing here, really, with a very simple matter. All we 
are dealing with in the Reed bill is the disposition of the surplus of the 
Federal tax collections over and above what is expended for the 
administrative cost of the program. 

Now, that is all we are dealing with. As you gentlemen know, 
when this program was first inaugurated, whether rightly or wrongly, 
it had a dual conception. It was provided that the States should 
raise the funds with which to pay the benefits, but that a Federal tax 
should be collected for the purpose of paying the cost of administra- 
tion, and to the extent that the Federal Government has paid the 
cost of administering the program, to that extent the Federal Govern- 
ment has kept its hands on the program. 

For example, to bring the thing down to brass tacks, we get up a 
budget in our State which is the same as is done in all the other 
States, for each fiscal year. We present that to the Employment 
Security Bureau here in Washington. We tell them, “This is what 
we think is going to be necessary. There is the amount of money. 
It is all broken down into items. We think this is what is going to 
be the necessary amount of money we will need to properly administer 
this program in Florida.” 

They don’t always agree with us. They have a regional admin- 
istrator, or director, down in Atlanta. They come down there. In 
fact, they are going to be in my office tomorrow, to go over the budget 
for fiscal year 1955. 

So the Federal Government keeps its fingers on that, as I think it 
should, because it collects the money. But the point is, as has already 
been brought out, when this program was originally inaugurated, 
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nobody knew how much it was going to cost. Nobody knew how 
much the administration of it was going to cost. So somebody 
guessed 10 percent would be a right figure, and that is the amount 
that the Federal Government collects. That is, the employers are 
allowed 90 percent of what they pay the State, which leaves it 10 
percent. 

Well, that amount has been found to be more than adequate for 
the purpose. 

For example, last fiscal year, the Federal Government collected 
about $70 million more than was channeled back. Of course, we 
think that Congress was rather niggardly in its appropriations. It 
has resulted in a curtailment of the program, but if the Reed bill is 
enacted, there won’t be the same incentive for that. 

Now, then, there was no question in the world but what the em- 
ployers of the country were to be taxed for the purpose of establishing, 
of maintaining, and of carrying out this unemployment insurance 
program, and it seems to me, when I said we think the Reed bill is 
justice to the man who pays the tax, it seems to me it is unfair to the 
employer who pays the tax for that money to be diverted into channels 
for which it was never intended. And so, we propose in the Reed 
bill to come to grips with that situation, and to dispose of that surplus. 

Now, what are the objections raised? 

I would like to discuss—in order to bring the thing down to a con- 
crete proposition—I would like to discuss the case of the State of 
Rhode Island. Now, our good friends from Rhode Island are opposing 
the bill. Well, what is Rhode Island’s position, today? Rhode 
Island’s position is just simply this, that if they need additional 
money to bolster their reserve fund, where are they going to get it 
from? The only source in the world that they have to get it from, is 
to increase the tax, their State tax on their employees. But that 
won’t be true if they pass the Reed bill. 

Now, it is interesting to me, in passing, that while Rhode Island and 
Massachusetts have the lowest reserves of any States in the Union, 
they are not among the States levying the highest tax. There are at 
least 4 States that levy a tax in excess of the 2.7 percent, but Rhode 
Island and Massachusetts are not among those states. 

Now, if the Reed bill were passed, the situation that Rhode Island 
would be confronted with would be simply this: As you know, we 
propose under this bill to set up a $200 million fund, out of which 
advances can be made to States that vet into difficulties with their 
reserves, under conditions. 

The Governor of Rhode Island certifies to the Secretary of Labor 
that there is not as much money left in his reserve fund as was paid 
out during the current year, for benefits. Then he may get an ad- 
vance, 

Now, the proposition has been presented, here, that this thing is 
unconstitutional. Well, of course, I don’t pose for one moment 
to be a constitutional lawyer, but I would like to call your attention 
to the fact that it is not spoken of asaloan. There is no obligation on 
the part of the State, at all. There is no liability created on the part 
of Rhode Island or any other State that gets an advance under this 
bill. The Federal Government—the Congress retains in the power of 
the Federal Government the ability to be repaid for this advance by 
an additional tax on the employers of the States receiving the advance. 
That is your collateral. 
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Now, they say, that ought not to be done. It ought to be an out- 
right grant. 

Well, it seems to me that the State of Wisconsin, for example, 
which levies a 4 percent tax, is doing what it thinks is complete 
justice to everybody concerned, and going beyond the 2.7 percent, 
and the employers of that State should not be called upon to pay an 
obligation of the State of Rhode Island which is only levying a 2.7 
percent tax. However, it is definitely true that Rhode Island or 
any other State getting into difficulties in this program, it seems to 
me, should have a source to which they could go, to tide them over 
the difficult situation that they find themselves in, and that is exactly 
what the Reed bill does. That is exactly what it does 

Now, I have a chart here which I would like to leave as a part of 
the record, which shows exactly what would happen in the distribution 
of surplus under the Reed bill, if it were effective 

It shows exactly what each State would get. That is the surplus 
over and beyond the $200 million fund. It will take about 3 years 
to create that $200 million fund. 

For example, this past fiscal year, with a surplus of $70 million, 
the State of Rhode Island deal cee had added to its corpus, 
$420,000. 

Your own State of Colorado, Mr. Chairman, would have gotten 
$490,000. Senator George’s State of Georgia, my native State, 
would have gotten $980,000, and my State of Florida would have 
gotten $840,000. 

It is difficult for me to understand how you can hurt a program by 
adding more money to the program. Now, we are not changing in 
anyway, as I see it, by the Reed bill, we are not changing the basic 
concept of unemployment insurance as it was originally defined. We 
are carrying it right through, along the original lines. We are not 
disturbing it at all. As I say, the only thing we are doing, we are pro- 
viding for a distribution of this surplus, which today is going into the 
general revenue fund of the Government, the Federal Government, 
which it was never intended to do, and it is doing that only because 
there is a greater amount coming and a lesser amount having to be 
paid out for administrative expenses aia was originally contem- 
plated by a pure guess as to what it was going to cost 

The Cuarrman. Do you know whether anybody in the beginning 
of the thing rendered an opinion on whether the Federal Government 
had a right to appropriate or expropriate these funds for general 
purposes? 

Mr. Vocetue. No, sir; I do not. I don’t know that that question 
was ever raised. 

The CHarRMAN. Does anyone know of an opinion rendered to 
warrant the use by the Federal Government? 

Mr. Teets. I think the tax is collected and composed as all other 
taxes. There are no restrictions on it. Therefore, no one has ever 
questioned it, there being no restrictions. 

Mr. Voceuie. The tax was levied for this purpose and there was 
no other idea in its creation and as it was levied there were no strings 
attached to it. The Reed bill is taking care of that. 

Much has been made here today, about the opponents of the 
Reed bill. I will say I was present at the Interstate Conference of the 
Employment Security Administrators and I was at the Labor Con- 
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ference though I was not present when these resolutions were adopted 
because I am opposed to the particular resolution against the Reed 
bill, but the members of the interstate conference, with all due respect 
to them, are the ones who come to grips with this program all the time. 
They are the administrators of the unemployment compensation pro- 
gram in the States. They should know more about it than anybody 
else. With all due respect to the labor commissioners they don’t 
come to grips with this particular problem. They see an entirely 
different phase of it. 

The Cuarrman. As far as you know, did the labor commissioners 
come to Washington out of their own pockets or did they come at 
State expense or Government expense? 

Mr. Vocetie. Mr. Chairman, I came to that meeting exactly as | 
have come here today, at State expense, because I felt that in each 
instance that I was transacting and performing business for the people 
of Florida although I will say this, that under the limit put on the 
expenditures by the State of Florida, that every time I take a trip of 
any kind for the State, it costs money out of my own individual pocket. 

We would like to leave this chart here. 

The CHarrMan. Put it in the record. 

Mr. Vocetis. It shows what would happen in the distribution of 
these funds to the States, under the terms of the Reed bill. 

(The chart referred to follows: ) 


Percent of Approximate Percent of A pproximate 
State payroll imount to State payroll :mount to 
State, District to total be returned State, District, or to total be returned 
Verritory United States to Stat Territory United States) to States 
payroll (cal under payroll (cal under 
endar 1952 H. R. 5173 endar 1952 H. R. 5173 
Alabama 1.1 $770, 000 Nebraska 0.5 $3.50, 000 
A lask 2 140, 000 Nevada 2 140, 000 
Ar 4 281), OOK New Hampshir 210, 000 
Arkansa t 420, 000 New Jerse. 4.2 2, 940, 000 
California 8.9 6, 230, 000 New Mexico ; 210, 000 
Col lo 7 $90, O00 New York 12.9 9, 030, 000 
Connecticut 2.0 1, 400, 000 North Carolina 1.7 1, 190, 000 
210, 000 North Dakota l 70. 000 
f Columbia 6 420, OO Ohio 7.0 4, 900, 000 
2 840. 000 Oklahoma 9 630, 000 
4 aR). O00 Oregol 1.0 700, 000 
2 140, 000 Pennsylvania 8.6 6, 020, 000 
} 210, 000 Rhode Island 6 420, 000 
2 040, 000 South Carolina 9 630, 000 
2. 100, 000 South Dakota l 70, 000 
1. ( 700, 000 lennesse¢ 1.4 980, OOO 
’ 630, 000 lexas 3.9 2, 730, 000 
La 840, 000 Utah 4 280, 000 
1.2 840, 000 Vermont 2 140, 000 
5 350, 000 Virginia 1.4 980, 000 
1.6 1, 120, 000 Washington 1.7 1, 190, 000 
husett 3.8 2, 660, 000 West Virginia 1.1 770, 000 
3 3, 710, 000 Wisconsin 2.3 1, 610, 000 
1.6 1, 120, 000 W voming 2 140, 000 
j 281), OOO . 
2.3 1, 610, 000 Total, United 
210, 000 States 100.0 70, 000, 000 





Mr. Vocetie. | would like to say, because of my general concern 
and interest in this program we feel that the Reed bill is a must in 
the stabilizing of this program and in justice and fairness to everybody 
concerned, 

The CHatrmMan. Thank vou very much. 
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Senator Greorae. | would like to ask you one question: If outright 
vrants were made out of this fund or any other fund, would it not be 
necessary for the Federal Government, then, to prescribe more in the 
way of additional standards with which the States would have to 
comply? 

Mr. Vocetue. It would be inevitable in my opinion 

Senator Grorae. In other words, the Federal Government would 
have to take over the system, practically? 

Mr. Vocreiie. That is night, and | am not trying to put anything 
into anybody’s mouth or read anybody's mind but it seems to me 
that is one of the other heal differences in the approach to this 
problem. 

Senator Gror@e. | was here in 1935 when we first considered this 
Unemployment Compensation Act. It was not contemplated that 
there would be any surplus. It was thought that the amount that 
would be reserved by the Federal Government for the payment of 
administrative expenses would probably be absorbed in payment of 
those expenses and it would pay the necessary expenses of administer- 
ing it. 

Mr. Voce.Lue. Yes, sir. 

Senator GreorGe. The idea was, we did lay down in the basic act, 
certain minimum standards which all States had to comply with. 
They were laid down as minimums, so that there would be some 
uniformity. The Federal Government was to collect the money 
that is to receive it here, so as to give stability to the unemployment 
system that we were trying to set upona national basis. It was not 
contemplated that there would be any surplus and until the State 
administrator began to call my attention to it, I did not know that 
the surplus had accumulated to such an extent. 

Mr. Vocetur. Nearly $1 billion. 

Senator GreorGe. That, I think ought to be said here, just for the 
record. I doubt if any opinion was ever given, but the Treasury 
having that amount of money finding no express prohibition against 
using it for any purpose, decided they had a right to use it for all 
purposes. 

Mr. VOCELLE. That is right. 

The Cuarrman. Thank you very much, Mr. Vocelle. 

Mr. Krauss will be the next witness. 


STATEMENT OF THEODORE J. KRAUSS, CONFERENCE OF STATE 
MANUFACTURERS ASSOCIATION 


Mr. Krauss. Mr. Chairman, and members of the committee, my 
name is Theodore J. Krauss. I am executive vice president of the 
Associated Industries of Missouri, whose principal office is located at 
2004 Railway Exchange Building, St. Louis, Mo. 

In this appearance before the committee I am also representing 34 
other Statewide employer organizations which are members of the 
Conference of State Manufacturers’ Associations. Each of these 
organizations is autonomous and independent. Each performs simi- 
lar functions in its services to employers in these 34 States. Cumula- 
tively their membership totals about 40,000 firms. The associations 
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which I am authorized to represent in presenting our views to this 
committee are as follows: 
Associated Industries of Alabama 
Associated Industries of Arkansas, Inc. 
Association of Washington Industries 
California Manufacturers Association 
Manufacturers Association of Colorado 
Manufacturers Association of Connecticut, Inc. 
Associated Industries of Florida 
Illinois Manufacturers Association 
Indiana Manufacturers Association 
lowa Manufacturers Association 
Associated Industries of Kansas 
Associated Industries of Kentucky 
Louisiana Manufacturers Association 
Associated Industries of Maine 
Associated Industries of Massachusetts 
Michigan Manufacturers Association 
Minnesota Emplovers Association 
Associated Industries of Missouri 
Associated Industries of Montana 
Associated Industries of Nebraska 
New Hampshire Manufacturers Association 
New Jersey Manufacturers Association 
Associated Industries of New York State, Inc. 
Ohio Manufacturers Association 
Associated Industries of Oklahoma 
Columbia Empire Industries, Inc. (Oregon) 
Pennsylvania Manufacturers Association 
Associated Industries of Rhode Island 
Tennessee Manufacturers Association 
Texas Manufacturers Association 
Utah Manufacturers Association 
Associated Industriés of Vermont 
Virginia Manufacturers Association 
West Virginia Manufacturers Association 
Wisconsin Manufacturers Association 
I would like to eall attention to the fact that included in the above 
list are the Associated Industries of Rhode Island. Rhode Island 
seems to have attained considerable publicity during the time that | 
have been attending the hearings, since this morning, and I wanted 
to place in the record, Mr. Chairman, this telegram which I received 
here today in care of the committee, in care of Mrs. Springer, which 
reads as follows: 
Associated Industries of Rhode Island reaffirms its position in favor of the 
Reed bill now before the Senate Finance Committee. Your testimony is in full 
accord with our views. Associated Industries of Rhode Island, Frank §&. Shy, 


president. 

The CHarrRMAN. Can you give us some idea of the size and scope 
of the Associated Industries of Rhode Island? 

Mr. Krauss. I don’t have the figures as to the exact number of 
firms who are members of the Associated Industries of Rhode Island. 
I do know it is a long, established association and I know that it 
represents the major industries in that State. 
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The CHarrMan. It is not limited to a few industries as it cuts across 
the economic front there? 

Mr. Krauss. Not at all—lI didn’t get your question. 

The CuarrMan. I say it is not limited to a few organizations. 

Mr. Krauss. Oh, no. 

The CHarrRMAN. Does it cut across the whole economic front there? 

Mr. Krauss. It does. That is my understanding. 

The CHarrMan. All right. 

Mr. Krauss. Succinetly stated, it is our position that (1) the 
States should be entirely free of Federal purse-string control over the 
administration of the States’ unemployment compensation programs, 
and (2) that in lieu of the complete release of Federal control at this 
time, H. R. 5173 which gives the States a limited degree of inde- 
pendence commensurate with their responsibilities is a welcome step 
in the right direction. 

As the law stands today, the Federal Government levies against 
employers in each State a three-tenths percent tax which, historically, 
is for the purpose of paying the administrative operating costs of the 
unemployment-compensation programs for which the States are re- 
sponsible. The tax collected has been deemed by the Congress to be 
more than is necessary for its historic purpose. Consequently, the 
Congress has appropriated only a portion of the tax receipts for the 
purpose for which they were raised. The excess collections, which 
are now well over $1 billion since the program was started, have been 
diverted to general revenue. All that H. R. 5173 proposes to do is to 
lend some of this excess to the States from which it was collected in the 
first place. And what is not set aside for lending purposes, the pro- 
visions of the bill would cause to be returned to all of the States 
proportionately. 

The return of the tax moneys back to the States, however, would, 
under the bill, be made after the Federal administrators have first 
decided how much of the total appropriated by Congress any par- 
ticular State is to receive for operating-cost purposes. In other words, 
H. R. 5173 comes into operation after the Federal Government has 
decided administratively how much should be taken from some 
States and given to others—first deciding, of course, which are the 
poor, needy, or inefficient and which are the rich or efficient—a 
procedure which seems to penalize the efficient States. 

It will, therefore, be seen that under H. R. 5173 the Federal Gov- 
ernment would retain authoritative control of the purse strings of 
funds for administrative purposes appropriated by Congress, while 
the States would still have the responsibility of administering an 
adequate unemployment compensation program. 

We believe that the State governments are much closer to those 
individuals in the States who administer the program, those who are 
paid benefits, and those who foot the bills. The States are, therefore, 
a logical location of both authority and responsibility for the unem- 
ployment compensation program. 

However, so long as the authority or purse-string power to control 
is to remain in the Federal Government without responsibility for 
operation, and so long as the operational responsibility is in the States 
but without authority, we feel that the little bit of fiscal control or 
authority which H. R. 5173 would give to the States will bring just 
a little bit of government back home. 
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We believe that the States which fail in their responsibility because 
of the present system of State responsibility without fiscal power to 
control should be assisted by permitting them to make loans in the 
manner prescribed by the provisions of H. R. 5173. 

We believe that the best way to use tax collections in the unem- 
ployment compensation program is in the States, and know of no 
reason why any part of these taxes should go into general revenue of 
the Federal Government. Therefore, we feel that the earmarking of 
the three-tenths percent by H. R. 5173 is a belated recognition of a 
principle that should have been recognized years ago. 

Let me take this opportunity to state that if a tax to support the 
operating costs of the unemployment compensation program were 
levied in the States, we would have no need of a vast Federal control 
program to decide administratively what State is going to get how 
much—with the purse-string controllers making suggestions on how 
a State is to administer its law moneywise. In other words, if we did 
not have the three-tenths percent tax, we would not have the Federal 
administrative control of the State programs without responsibility 
or any fear of failure on the part of the Federal administration. 

Even without the three-tenths percent tax there would still remain 
in the Federal law the requirement that a State have an unemployment 
compensation law under the penalty of its employers paying a 3 per- 
cent tax without a benefit system for employees. There would still 
remain the Federal standards relating to employer experience rating 
and to the suitability of work of ¢ Jaimants. There would still remain 
the compulsion of conformance to these Federal standards. Is that 
not enough Federal control? 

All H. R. 5173 does is to give to the States a bit of relief from com- 
plete Federal purse-string dominance over the administration of their 
programs. We urge the committee to approve it. 

Mr. Chairman, if I might comment for just a minute, there has been 
considerable testimony here about maximum tax rates and the fact 
that some States do levy more than the 2.7 percent. The last speaker 
made reference to that. Missouri is one of the States that does levy 
a tax in excess of 2.7. Our maximum rate is 3.6 percent. 

The CHarrMANn. What is your surplus at the present time? 

Mr. Krauss. Our surplus at the present time, our trust fund, 
over $221 million. That is in excess of 10 percent on a reserve ratio 
basis. Ona reserve ratio basis I think it is one of the strongest in the 
entire country. 

Our average tax rate for the last fiscal year, 1953, was one-half of 
1 percent. There are only two other States in dhs United States which 
have as low a rate. 

However, we do have a provision in there under which 3 percent 
of the employers in Missouri who are covered by the program—and 
there are 18,337 of them covered—paid 3.6 percent. 

We also have an experience rating under which the incentive which 
was discussed this morning is given to employers to stabilize their 
employment and we are mighty proud of the fact that in Missouri 
23 percent of the employers have a zero rate. 

As a matter of fact, cumulatively, there are 51 percent of the em- 
ployers who pay two-tenths of 1 percent or less in unemployment 
compensation taxes for benefit purposes as against the three-tenths 
percent paid for administrative purposes to the Federal Government. 
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I might say the amount collected from Missouri under the three- 
tenths of 1 percent Federal tax was in excess of $7 million. A little 
over $3,600,000 was returned to the State for administrative pur- 
poses—about 48.4 percent. 

Now, it is that remaining 51.6 percent collected last year which 
would be subject to the provisions of this bill, setting up part of it in 
the loan fund and returning a portion to the State of Missouri. 

We think that in Missouri we have a very good operating law, a very 
sound law, one that has worked satisfactorily. We have not only a 
3.6 percent maximum rate at the present time, which applies to some 
employers, but during the war we had a war risk experience rate where 
employers paid 4.5 percent. There are a number of other States which 
did the same thing to build up their reserve accounts. I know Wis- 
consin was one of them. I don’t recall which other States there were 
included in the program, but I do think that these figures here, with 
reference to the operation of the State of Missouri, demonstrate the 
fact that a sound fund can be set up paying adequate benefits and at 
the same time maintaining a degree of solvency which assures the 
availability of a fund for the use of those who need it in time of need. 

The CHarrman. Has there been any particular complaint to mem- 
bers of your organization about the amount of the tax paid? 

Mr. Krauss. Amounts of the State tax? 

The Cuarrman. Yes. You have a 3.6 rating, you say. 

Mr. Krauss. That is paid only by employers whose experience 
shows that their unemployment is high. 

The CHarrMAn. Do you have great objection over that? 

Mr. Krauss. No, we don’t. Those are employers who realize 
that their instability of employment has caused a drain on funds and 
they have willingly paid the maximum rate. 

The CHarrMan. Are your manufacturers who belong to your organ- 
ization engaged in well-diversified industry, all kinds of industry? 

Mr. Krauss. Very well diversified. Industry in the State of 
Missouri is generally well diversified and members of our association 
are in all industries operating in the State. 

The CuatrMaNn. Is there a particular industry that has a dominant 
interest in your organization? 

Mr. Krauss. No; I could not say that there is a single one which 
has a dominant interest. 

The CHarrMan. Is there any grouping of any particular kind of 
industry that has a very substantial representation in your organiza- 
tion? 

Mr. Krauss. Well, the manufacturing of electrical goods maintains 
a rather substantial percentage; the chemical industry, the shoe 
industry, the meat industry. That is about all | can think of offhand, 
which are in a large proportion. 

The Cuarrman. Thank you very much. 


Mr. Caples. 


STATEMENT OF WILLIAM G. CAPLES, NATIONAL ASSOCIATION 
OF MANUFACTURERS 


Will you identify yourself, Mi Caples, and make yourself com- 
fortable. 
Mr. Captures. Yes, sir. 
45744—54 13 
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Mr. Chairman, and gentlemen of the committee, my name is 
William G. Caples. Iam a vice president of the Inland Steel Co. of 
Chicago, Ill. I appear before you on behalf of the National Associa- 
tion of Manufacturers, being chairman of its employee benefits com- 
mittee. This committee is charged with studying and recommending 
association policy in social security, unemployment compensation, and 
related matters. 

The National Association of Manufacturers is an organization of 
more than 20,000 manufacturing companies, of which over 80 percent 
may be classified as small business, since they employ fewer than 500 
employees. 

The proposed legislation which you are considering is concerned 
with two principal modifications of the Federal law dealing with 
unemployment compensation: 

1. It would create a repayable loan fund to assist temporarily 
insoivent State funds; and 

2. It would earmark Federal unemployment tax receipts for unem- 
ployment compensation purposes, returning excess collections there- 
under to the States. 

Two basic questions need to be considered in evaluating this 
proposed legislation. The first is, Does it contribute to the enhance- 
ment of State authority and responsibility? 

NAM believes that the unemployment compensation program must 
place full reliance upon the States for development and adminis- 
tration of their respective programs. No legislation should be con- 
sidered favorably which would result in increased control by the 
Central Government under the guise of improving unemployment 
compensation. The legislation before you should be measured in 
that light as well as in the light of its contribution to better govern- 
ment, particularly at the State level. 

The second question is, Does the proposed legislation improve the 
prospects of une mployment compensation as an incentive program? 

To be successful, the program must contain incentives for employees 
to remain at productive work whenever possible, and actively to seek 
work when unemployed; incentives for employers to stabilize employ- 
ment—and I want to say in view of the CIO’s testimony this morning, 
there are many things we can and do do to stabilize employment 
where we have a history under the merit system—incentives to insure 
the prompt payment of justified claims; and to help prevent the 
payment of improper claims; incentives for State government to 
improve administration and to operate the program to serve its 
declared purpose. 

It is in this last sense that the bill before you is important. The 
basic law should incorporate incentives for the States to so manage 
their programs as to be able to finance benefits and administration 
on a long-term basis without either the necessity or threat of Federal 
financial assistance. 

We would like to discuss the general principles involved and to 
measure their meaning in terms of our interest in having a successful 
unemploy ment compensation program. 

The bill before vou provides for establishment of a $200 million 
account in the Federal unemployment trust fund, out of which non- 
interest-bearing, repayable advances would be made to States whose 
funds are threatened with insolvency. 
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We subscribe to this general principle. The association’s position, 
adopted February 6, 1953, reads in part: 


While it is the responsibility of each State to finance its own system on a sound 


basis, nevertheless temporary emergencies May arise in State unemployment in- 
surance systems, and it may be desirable to provide a pooled catastrophe reserve 
fund of limited size from which an individual State could borrow during a tempo- 
rary emergency, in which case specific provisions should be made for the repay- 
ment of such loans under definite terms which would encourage the State to place 
its own system on a sound financial basis as soon as possible. 


This is a desirable time to consider the establishment of a loan fund 
because there is no known current fiscal emergency in any of the 
State unemployment funds. By contrast, in 1950 and 1951 such was 
not the case; at that time the funds of at least three States were con- 
sidered to be close to bankruptcy. The atmosphere was not conducive 
to deliberate consideration of the long-range effects of proposals 
supposedly designed to assist temporarily endangered State funds. 
Actually, some of the means suggested for helping State funds would 
have paved-the way for wholesale and basic change in the unemploy- 
ment compensation program. ‘ 

For example, during the past 2 years, the Congress has heard 
testimony supporting so-called reinsurance grants—outright Federal 
subsidies to insolvent State funds. It is clear that such an approach 
has four major disadvantages: 

1. Direct Federal grants would lead to a weakening of State initia- 
tive and responsibility. Grants of Federal money would not induce 
the States to amend questionable benefit practices which may have 
led to insolvency; they would not have acted as a spur to adjustment 
of State financial policy to meet changing conditions. 

2. Since there would be little incentive to correct conditions which 
had led to insolvency, the cost of nonrepayable grants would tend to 
increase as other States would avail the selves of the free Federal 
money. 

3. Ultimate federalization would thus be invited. The Federal 
Government could not make such grants without assuming control 
over their use. 

4. Federal funds should never be permitted to be incorporated in 
the wage structure in any State, a consequence of nonrepayable assist- 
ance to State funds. This certainly would be true in the case of any 
State in which staggered employment plans or other devices providing 
alternate periods of work and benefits are in vogue. Such arrange- 
ments to violence do the basic purpose of unemployment compensa- 
tion, perpetuate underemployment and avert or postpone needed 
individual or industrial adjustments to changed economic conditions. 

Many employers of Rhode Island—the object lesson of those pro- 
posing reinsurance have been against nonrepayable Federal grants. 

As Mr. Krauss stated before this committee just a few minutes ago, 
they have taken the position that Rhode Island should meet its own 
problems even if it means higher payroll taxes. Many of the em- 
plovers of that State—as well as Massachusetts, another State which 
had had financial difficulties—have supported the repayable advance 
in preference to outright grants. That was shown in testimony before 
the House committee on this same bill, or the Mills-Mason bill. 

Since 1949-50 the financial condition of State reserve funds generally 
has improved, including the State of Rhode Island. In the last year 
the strength of the State’s fund has increased; on December 31, 1952, 
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it represented 3.9 percent of taxable wages; on September 30, 1953— 
the last date for which firm figures are available—the fund balance 
represented 4.5 percent of taxable wages for the preceding 12 months. 
While this is the lowest ratio in any of the States, it represents definite 
improvement over 1951. 

The CuarrMan. How was that improvement achieved? 

Mr. Capies. Well, it was approved in two ways, I think. One 
was, the administration of the law was tightened, and they raised 
the tax rate. It went up to maximum rate. 

It is likely that the absence of repayable loan provisions on the 
Federal level increases the likelihood of attempts to federalize the 
system during periods of temporary emergency. It seems wise to 
be prepared for such an eventuality as we were anticipating during the 
period 1944-51 when the George loan fund was in effect. 

The George fund was adopted in the belief that State reserves 
might become depleted in the postwar period during the transition 
to a peacetime economy. This approach was adopted, rather than 
providing outright grants, because the Congress was not willing to 
subsidize State benefits with Federal funds. 

The provisions of the George loan fund were never used; no appro- 
priations were ever made by the Congress to that fund. However, 
its existence undoubtedly deterred serious consideration of other 
schemes of doubtful soundness. It is significant that we never heard 
much about reinsurance as long as the George fund was on the books, 
with no State in serious enough condition to apply for help. 

Adoption of a loan fund at this time would permit the continuation 
of desirable experimentation without committing the program to a 
wholesale and basic change. However, enactment of permanent 
solvency legislation should not be considered a desire to foreclose 
later review and revision of unemployment compensation financing 
practices based on additional experience. Many States have made, 
or are in the process of making, studies of the long-range financing of 
their respective programs. As these findings become available and 
as further experience m:. point the way, it may be possible to reach 
the desirable uJtimate objective of 100 percent State responsibility for 
the financing, administration, and control of their unemployment com- 
pensation programs. 

For the time being, a limited, repayable loan fund would have cer- 
tain advantages: 

1. It is more in keeping with the objectives of the unemployment 
compensation program; a State is induced to place its system on a 
sound financial basis without resort to grants of free’ Federal money. 
In this connection, it is important to retain the payroll tax as the 
exclusive source of program funds. 

A loan which must be repaid acts as an incentive to corrective 
action, a virtue not possessed by nonrepayable grants. If a State is 
unwilling to live within its income, there is no compelling reason for 
“—- or States, or the Federal Government, to permanently subsidize it. 

A loan fund has the advantage of providing a solvency mecha- 
nism free from additional and burdensome Federal controls. Rein- 
surance grants would seem to be no bar to irresponsible benefit prac- 
tices without Federal direction as to their use. We would thus take 
the first step to ultimate federalization, if we adopt the subsidy 
approach. 
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The measure under consideration does not restrict the freedom 
of the States to use their own judgment with respect to experience 
rating systems although it does require that the State requesting the 
loan be lev ving a 2.7 percent rate. This requirement in our opinion 
is undesirable since it imposes a Federal standard where State au- 
thority should be controlling. Experience rating must be the basis 
for any unemployment compensation tax policy; to interfere with its 
operation—as proposed in past reinsurance bi lls—is to weaken State 
financing procedures that much more. 

We believe that the loan ee of H. R. 5173 in general merit 
serious and favorable consideration by this committee. 

The CuatrMan. Do I understand you are opposed to a 2.7 rate 
as part of the loan mechanism? 

Mr. Cap.tes. Yes; and for this reason: Our logic is this, Senator: 
If a State gets in trouble on a repayable loan—-and they have to have 
money, and they have to have it now, we don’t believe there should 
be any restriction on their getting the money. The obligation to 
repay will be sufficient to force them to bring the tax up, regardless 
of what is said or is not said in this bill. 

In other words, we don’t think that it is desirable to have this as a 
requirement of the bill, althougn we are not unalterably opposed to it, 
either. It is an administrative detail which is rather unsubstantive 
as we see it. 

Does that answer you, sir? 

The Cuarrman. Well, that is an answer to my question. 

Mr. Caries. Was that sufficient? 

The CuarrMan. That is sufficient because I can see you have given 
what you consider to be your answer. 

Mr. Capes. The second major feature of this bill is directed 
to the earmarking of Federal unemployment compensation tax re- 
ceipts for unemployment compensation purposes and the return of 
excess collections to the States. 

NAM believes that the Federal program should permit full State 
control over administrative funds and the State use of any surplus 
accumulated thereunder for employment security purposes. 

In the past, the financing of administrative costs out of the 0.3 
percent Federal unemployment tax has produced a considerable ex- 
cess of tax collections over disbursements. The controls exercised by 
the Federal authorities over State administration have often been 
onerous and unduly restrictive. In addition some States have paid 
considerably more in taxes to the Federal Government than have been 
returned to them in the form of administrative grants. 

The principle of allocating back to the States the excess of Federal 
collections under the Federal unemployment tax is a step in the right 
direction. However, we feel it necessary that the States have control 
over all money paid by employers as payroll taxes for unemployment 
compensation purposes, except for the provision of a practical repay- 
able loan fund at the Federal level to assist States during temporary 
emergencies. 

To date, there has been an excess of collec tions under the Federal 
unemployment tax of somewhere between $570 million and $1 billion. 
It depends upon whose figures you want to take, there, in the alleged 
chargebacks. This excess, collected for employment security pur- 
poses, has been available to the Federal Government for other 
purposes. 
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This is inequitable and unbusinesslike and should not be permitted 
to continue. There is no evidence that the States would be incapable 
of managing any excess collections; indeed, there is some evidence 
that Federal administrative control has made necessary the curtail- 
ment of essential administrative services in certain States, notably 
California for the fiscal year 1949. In other particulars, the existence 
of onerous Federal control required congressional action which 
resulted in the Knowland amendment to the Social Security Act in 
1950 ; 

$y the nature of the complete rulemaking power vested in the 
Federal authorities, the States have been forced in many instances 
to conform to Federal dictation rather than to operate on the basis 
that seemed to them most suitable to their conditions and needs. 
One case in point is found in hearings before a subcommittee of the 
Committee on Appropriations in the House of Representatives, 77th 
Congress, 2d session. The record discloses attempts by the Social 
Security Board to prescribe the standards under which partial benefits 
would be paid under a law passed by the Texas legislature. A remark 
by the chairman of the Texas Unemployment Compensation Com- 
mission in testimony before the subcommittee, is in point: 

We do not have a single thing in the world to say about the administration of 
our law, so long as they can control, in that arbitrary fashion, the purse strings 
That appears at pages 787-798 of the hearings. 

Such conditions are not corrected in the present proposal, although 

has the advantage of returning to the States money which is now 
diverted to the Federal Treasury. In any case, the excess collections 
returned to the States should be available for both benefit and admin- 
istrative purposes. However, in the long run, we believe that the 
public interest would be better served and the cause of good govern- 
ment advanced if the States had full authority and responsibility over 
all phases of une mploy ment compensation operation. 

In conclusion, the bill before you, in one major respect, contributes 
to improvement of our present program of unemployment compensa- 
tion. The establishment of a repayable loan fund to assist insolvent 
States is consistent with the objectives of the program and should 
contribute to its financial solvency. It does not federalize the pro- 
gram; rather it would help the States to exercise a greater measure of 
responsibility. 

We feel that the second feature of the bill—the earmarking of 
Federal unemployment tax receipts for unemployment compensation 
purposes and the return of excess collections to the States—is a step 
in the right direction. Many States will receive in return money 
which they do not now get; these excess-tax collections at least will 
be available for unemployment compensation purposes. However, 
we commend to your favorable study and consideration the eventus al 
100 percent offset of all employer unemployment compensation taxes 
except to the extent necessary to finance a loan fund such as provided 
in this bill 

Thi “re you for the opportunity to present our views. 

The: CHarrMan. We are happy to have had you here. 

Does anyone else wish to say anything on this subject? 

Do you wish any more time? 

Mr. Capues. No, sir; you have been very generous. 


eo 
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The CHarrMan. There has been intimation that perhaps we haven't 
given the witnesses enough time. We are feeling very bighearted, as I 
said a while ago. 

Mrs. Springer, are there any more witnesses? 

Mrs. Sprincer. That is all, Mr. Chairman. 

The CHarrMAN. The hearing is ended. 

(The following were subsequently submitted for the record:) 


Detroit, Micu., March 11, 1954. 
Mrs. EvizaAnetTu B. SPRINGER, 
Clerk, Senate Committee on Finance 
Senate Office Building. 

Mr. Carey and Mrs. Elickson in their testimony on House bill No. 5173, 
referred to a resolution passed by the Federal Advisory Council on Employment 
Security at its January meeting, and asked that Prof. Richard Lester’s statement 
in support of the resolution be entered in the record. 

Employer members voted against this resolution and I would respectfully 
reauest that a statement of my position also be entered in the record. Copy of 
such statement is available from Mr. Merrill Murray of the Bureau of Employ- 
ment Security. 

GeorGE A. JACOBY. 


STATEMENT OF GEORGE A. JAcoBY, EMPLOYER MEMBER, FEDERAL ADVISORY 
CounciL ON EMPLOYMENT SECURITY 


At the meeting of the Federal Advisory Council on Employment Security on 
January 26, 1954, the following resolution was presented: 

“The Federal advisory council recommends that, as expeditiously as possible, 
the maximum weekly benefit ceiling in each State be raised to an amount not less 
than three-fifths to two-thirds of average weekly earnings in covered employment.” 

As background for consideration of this resolution members of the council 
were furnished with tables comparing the relationship of benefits to gross wages 
in 1939 and in 1952. 

I was one of five employer members of the council who voted against this 
resolution. No employer member of the council voted in favor of it. 

It was agreed that members of the council might file statements subsequent to 
the meeting, outlining the reasons for the positions they had taken on this issue. 
Such a statement has been filed by J. A. Dunn and A. D. Marshall, the two 
employer members of the council who are members of the committee on benefit 
adequacy. Iam in accord with the views taken by Messrs. Dunn and Marshall, 
but as they were speaking for themselves only I wish to have my own views a@ 
matter of record. 

In my opinion, the States are the appropriate units of Government to determine 
the benefit levels which shall be paid under their unemployment compensation 
laws. The record shows that the States are deserving of confidence in their 
ability to keep benefit levels in line with changing conditions. They have made 
such adjustments when changes were needed, and they are continuing to do so. 
In 1953 alone 20 States passed amendments to their laws increasing the benefits 
available to claimants. 

As a matter of principle I am opposed to action by the Federal Government 
designed to straitjacket the States into some rigid standard relating to benefit 
levels. As Messrs. Dunn and Marshall have brought out in their statement, the 
Federal Government can perform a useful function by making available to the 
States unique and pertinent information which is not already available to them. 
No useful purpose is served when pertinent data, even when readily available, is 
omitted from consideration. 

My vote against this resolution was motivated by my opposition to Federal 
action in the field of benefit levels, and in addition to this matter of principle I feel 
that those who presented this resolution failed to give weight to the following 
factors: 

(1) Benefit levels have increased faster than the cost of living. The claimant 
can buy more with his average benefit check today than he could with his average 
benefit check in 1939. Certainly this is a consideration in the determination of 
benefit levels, and should not be ignored by responsible individuals concerned with 
this issue. 
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(2) Protection for the worker has been improved by extensions in duration, as 
well as increases in weekly amounts. 

For example, a State which in 1939 would pay $15 for 13 weeks, may now be 
paying 530 for 26 weeks. In that case, while weekly protection has doubled, 
total protection for the eligible claimant is four times what it was in 1939. That 
is, it is now $780 compared with $195 in 1939. 

3) The increase in maximum weekly benefit ceilings was recommended for the 
stated purpose of increasing the average weekly benefit. check to a relationship 
with average weekly gross earnings comparable with that alleged to exist in 1939. 

Comparisons between average benefit levels and average gross wages are mis- 
leading for several reasons: 

a) The comparison is between benefits paid claimants and gross wages paid 
all people who are working 

It is not a compesrison between benefits paid claimants and the wages these 
claimants earn wliiic working. 

(b) Gross average wages include overtime, and to this extent are inflated. Not 
only was this a factor in increasing gross wages reported in 1952 and 1953, but 
the direct opposite was true in 1939, when the average hours worked were less 
than the normal workweek of 40 hours. 

This creates a Couble distortion which understates the percentage relationship 
for 1952 and 1953 and overstates it for the year 1939. 

(c) Benefit payments are free from taxes. They should be compared with take- 
home pay after taxes, not with gross wages before withholding. 

All comparisons with 1939 or other prewar base periods which fail to take 
this factor into account are misleading. 

(4) It is generally agreed that benefit levels should not be set so high that they 
destroy the claimant’s incentive to work. However, in this connection, it is the 
relationship of benefits to take-home pay which determines the incentive for the 
individual to seek and accept suitable work. 

An individual without dependents who received a benefit check equal to 67 
percent of his gross wages would find that his check represented 85 percent of his 
wages after withholding. 

Records show that the large majority of claimants do not have dependent 
children. This means that the individuals with the least incentive to seek em- 
ployment would have the highest percentage of their spendable income replaced. 

It is my opinion that sound decisions on proper benefit levels can be made only 
when careful consideration has been given to these factors and others which should 
enter into an objective determination on this issue. Since these factors vary from 
State to State and are better understood by those who are in close touch with local 
conditions, I feel it is unwise to bring pressure to bear on State legislatures to 
change their benefits to conform to any arbitrary national standard. 





Wasuinaton, D. C., March 11, 1954. 
Mrs. Exvizanpetu B. SPRINGER, 
Clerk, Senate Committee on Finance: 

I understand that James Carey and Mrs. Catherine Ellickson of the CIO in 
their testimony before your committee on March 10, introduced into the record 
a statement by Prof. Richard A. Lester supporting a resolution by the Federal 
Advisory Council on Employment Security favoring increase in maximum unem- 
ployment benefits. I would appreciate you inserting in the record of the hearings 
a joint statement by Mr. Joseph A. Dunn and myself as employer members of 
this council made in opposition to this resolution of the council the text of the 
statement can be supplied by the Department of Labor. 

A. D. MarsHAL.t, 
Manager, Employee Benefits Department, 
General Electric Co., New York, N. Y. 


STATEMENT BY EMPLOYER MEMBERS OF THE BENEFIT ADEQUACY COMMITTER, 


FeperRat Apvisory CounciL ON EMPLOYMENT SeEcuRITY, RESOLUTION ON 
BENEFIT CEILINGS, JANUARY 26, 1954 


The employer members of the Committee on Benefit Adequacy of the Federal 
Advisory Council do not believe that the Council should recommend that the 
States act to raise their maximum-benefit ceilings to an amount not less than 
three-fifths to two-thirds of average weekly earnings in covered employment. 
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We do not consider that it would be helpful to State legislatures to presume to 
advise them as to the opinions of some 30 individuals as to their deficiencies 
in providing for their own citizenry unless these opinions can be fully substantiated. 

We conceive that the work of the Federal Advisory Council may be helpful 
to State legislatures. However, we do not believe that this possible assistance 
should be in the form of gratutious advice as to the adequacy of benefits under 
individual State laws. Rather, it is our opinion that a more appropriate funetion 
and certainly one calculated to be better understood and appreciated by the 
States—would be to provide leadership in the development of unique statistical 
data not otherwise available to the States on the basis of which more informed 
consideration can be given by their legislatures. 

The statistical data which has been presented to the Council in relation ‘to the 
subject matters it has considered is available to the States; in fact, the data was 
assembled by the States in the first instance. Presumably this information has 
been taken into account by State legislatures in reaching the judgements they 
have 

It has been, and remains, our position that the extent to which the Federal 
Advisory Council ean be helpful to the State legislatures is in the programing 
and evaluation of surveys designed to give them information in highly relevant 
areas in which either no studies or insufficient studies have been undertaker 

We have on repeated occasions suggested that the Council collaborate with the 
Bureau of Employment Security in the conduct of studies in these neglected 
fields. We have thus far been unsuccessful. Unless and until these surveys have 
been made we cannot consider joining in recomimendations which lack any factual 
foundation except on data which the States originally accumulated. We feel 
that such recommendations can but impair the acceptance and the stature of 
the Council in the eves of State legislatures. 

After the Council had adopted the public members’ recommendations the pro 
tem chairman asked that the management members include in their minority 
statement a specification of the types of data which they feel are lacking and 
should be secured before any attempts are made to form judgments on existing 
benefit levels. Illustrative, but by no means all-inclusive, of the types of material 
we believe relevant are the following: 

(1) How do the average and maximum weekly benefit amounts of claimants in 
each State compare with the average gross weekly earnings of claimants? 

(2) How do the average and maximum weekly benefit amounts of claimants in 
each State compare with the average net weekly take-home pay (after deducting 
Federal income and OASI taxes) of claimants? 

(3) How does the composition of the claimant group differ from the composition 
of the group of all employed persons, in regard to: 

a) size of family; 

(b) gross weekly earnings 

(c) weekly take-home pay; 

(ad) age, 

( seX 

(f) status as primary or secondary Wage earners 

(g) marital status of females 
For the purpose of these comparisons, frequency distributions rather than aver 
ages should be proy ided. 

(4) With respect to claimants whose rates are established at levels below the 
statutory maximums, and at varying percentages of gross pay, what is the average 
exhaustion ratio for claimants in each percent-of-wages classification? 

(5) What is the BLS familv budget figure, for food and housing, in major 
cities for the following family classifications 

(a) secondary wage earners 

(b) single youths living at home with their parents; 
(c) single persons in independent establishments 
(d) married persons with dependent spouses 

e) families of 3 (man, dependent wife, and child 
f) families of 4 

(6) How do the maximum benefit rates applicable to unemployed persons in 
those family classes in those cities compare with these budget figures? 

(7) Has any consideration been given in estimating the costs of higher benefit 
maxima to the possibility that such higher benefit levels will increase the average 
duration as well as the average weekly amount of benefits? 

If not, what statistical data support the conclusion that higher benefits will not 
prolong the duration of benefit payments? 


45744—54 14 
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(8) What is the experience of those exhausting benefits? How soon have they 
returned to work? Statistical data on this based on frequency distribution 
should be according to gross weekly earnings, age, sex, status as primary or 
secondary wage earner, and marital status. 

Any answer to this question of benefit adequacy must involve a complete and 
comprehensive study of exhaustees. 

» The frame of reference for all questions is founded on our belief that unem- 
ployment insurance is primarily a short-range program paying benefits on a 
wage-loss replacement basis rather than on a basis of need. 

J. A. Dunn. 

A. D. MARsHALL, 


(By direction of the chairman the following is made a part of the 
record:) 





WESTINGHOUSE ELEcTRIC CorRP., om : ‘ 
Newark, N. J., January 21, 1954. 
Hon. Eveene D. MILiikin, 
Chairman, Senate Finance Committee, i 
Senate Office Building, Washington, D. C. { 
Dear Sir: We understand that H. R. 5173, the Reed bill to strengthen the 
State’s responsibility in financing unemployment insurance administration, is in 
your committee for consideration in the near future. 
We believe this bill has considerable merit and urge your committee to present 
a favorable recommendation for its adoption. 
Very truly yours, 
P. G. ADAms, 
Manager, Industrial Relations. f 


HomasoTe Co., 
Trenton, N. J., January 22, 1954. 


i 
Hon. Senator EveEene D. MILLIKIN, 
Senate Office Building, Washington, D. C. 
Dear SENATOR MILLIKIN: We have studied with interest H. R. 5173 which was 


passed by the House of Representatives in July 1953 and have noted its beneficial 
effect on industry generally in the State of New Jersey and elsewhere. We urge 
you to support H. R. 5173 when it reaches the Senate floor. 
Yours very truly, 

JoHN J. ZamBorsky, Treasurer. 


THe Farrracts Co., 
Trenton, N. J., January 21, 1954. 
Hon. Euvcene D. MILLIKIN, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR MILLIKIN: We have reviewed the major features of the Reed 
bill, H. R. 5173, and feel that it would benefit our State as well as the others. 

May we urge your complete support as an improvement in financing unem- 
ployment insurance. 

Cordially yours, 


GuTHRig M. MircHe.u. 


' 
i 
jananpnsiti } 
ma 
Eciipse-PIoNEER, 
Division oF Benprx AVIATION Corp., 
Teterboro, N. J., Jan uary 20, 1954. i 
Subject: H. R. 5173 (the Reed bill). 
Hon. Eveenr D. MILLIKIN, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


Dear Sir: May J, on behalf of our company, urge the passage of H. R. 5173 
We have given very great consideration to the proposed measure and believe 
it will serve both the interests of industry as well as our people if it is passed. 
Your support of this bill will, of course, be most sincerely appreciated. 
Very truly yours, 
A. E. Raasg, 


Vice President and General Manager. 
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Newark Disrrict TELEGRAPH Co., 
Newark 2, N. J., January 20, 1954 
Hon. Everne D. MiILiikin, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear Sik: This company is an employer in the Federal Unemployment Tax 
classification, is in full accord with the provisions of H. R. 5173 (the Reed bill) 
passed by the House and referred to your committee. 

We feel, strongly, that all revenues from this tax should, in fairness to the con- 
tributors, be devoted to that purpose and any surpluses be credited pro rata to 
the States’ unemployment fund. 

New Jersey has contributed, since 1936, to and including 1952 approximately 
$112 million and but $69 million has been returned to the State for the adminis- 
tration of thefund. We trust that H. R. 5173 will have your committee’s approval 
and be favorably reported. 

Very truly vours, 
F. O. Re NYCN, Preside ni 


JANUARY 25, 1954. 
Senator Evucene D. MILuikin, 
Chairman, Senate Finance Committee; 
Senate Office Building, Washington, D. C. 


- 


DeAR SENATOR MILLIKIN: I urge your support and endorsement of H. R. 5173 
(Reed bill). 
I have studied this Reed bill and am hoping that vou will give it your whole- 
hearted support. 
Yours sincerely, 
C. C, BEAcH. 


WESTFIELD, N. J., January 26, 1954. 
Senator Evcene D. MILLIKIN, 
Chairman, Senate Finance Committee, 

Senate Office Building, Washington, D. (¢ 
Dear SENATOR: Favorable reporting by the New Jersey Chamber of Commerce 
and in the public press on H. R. bill No. 5173 concerning greater State responsi- 
bility in financing and administering unemployment compensation, moves me to 

write asking your support of this bill when it comes before the Senate. 

Yours very truly, 


’ 


L. H. FLETEMEYER, 


Or1 HO PHARMACEUTICAL CORP., 
Raritan, N. J., January 25, 1954. 
Hon. EuGEne D. MILLIKIN, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

My Derar Senator Miuiikin: We understand that H. R. 5173 (the Reed 
bill) was passed by the House of Representatives in July 1953, and is now before 
the Senate Finance Committee for consideration during the present session of 
Congress. It calls for a highly desirable change in the administration of the 
Nation’s unemployment-insurance program and hence, we feel, deserves your 
vigorous support. 

Under present legislation, money collected from employers for the three-tenths 
of 1 percent Federal une -mployment tax is placed in the general funds of the 
Treasury for appropriation by Congress to the various State employment security 
agencies to administer their unemployment-insurance programs. In some in- 
stances these appropriations have been inadequate and have had little relation 
to the needs of the respective States. In general, collections from the 0. percent 
tax have greatly exceeded the amounts returned to the States for the administra- 
tion of their employment-security programs, producing a completely unintended 
and very substantial profit to the Federal Government. 

Under the Reed bill, on the other hand, all revenue collected from the Federal 
unemployment tax would be used for employment-security purposes. Annual 
surpluses would be used to create a reserve fund for interest-free loans to States 
during temporary emergencies when State funds are seriously depleted. Once 
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the contingency reserve fund had been established, surpluses then would be 
credited proportionately to the States for use at the latters’ discretion to finance 
either benefit payments or justifiable administrative costs for which the basic 
Federal allocation is inadequate. 

This company’s position in favor of the ultimate enactment of H. R. 5173 
obviously stems from no hope of personal gain or advantage, since the bill con- 
templates no reduction in the rate of tax that we must pay. Rather, we support 
the bill simply because it removes serious defects in our country’s unemployment- 
insurance program and strengthens that program for more effective service in the 
future 

We urge you to give the Reed bill careful study and, if you agree that it is sound 
legislation, to take any action possible to insure its passage by the United States 
Senate 

Very truly yours, 
E. D. VAN WAGONER, 
Assistant Secretary. 


ALLEN B. Du Mont LaBporarorigs, INc. 
East Paterson, N. J., January 26, 1954 
Hon. KuGene D. MILLIKIN, 
Chairman, Senate Finance Committee, 
Senate Office Building, 
VW ashington, 5). .€. 


Dear Senator: H. R. 5173 (the Reed bill). Your vigorous support for this 
measure is strongly requested by us. Under existing law, State agencies are 
dependent upon Federal appropriations which, in some instances have been 
inadequate, and, which, on occasion bear little relationship to the needs and 
public policies of a particular State. It is our opinion that The Reed bill would 
go far toward eliminating existing inequities. We trust that you will lend your 
active support to this measure. 

Very truly yours, 
Harry Housten, 
Director of Industrial Relations 


Pertu Ampoy Dry Dock Co., 
Perth Amboy, N. J., January 29, 1954. 


Senator EvcGene D. MILLIKIN, 
Senate Office Building, 
Washington, dD. iy 
2 


Dear Senator: We would like very much to have you support the bill H. R 
5173 as it is of great interest to us and our allied industries. 
Many thanks for your cooperation, we are, 
Very truly yours, 
AXEL OLSEN, President 


Savines BANKs’ ASSOCIATION OF NEW JERSEY, 
Newark, N. J.. February 4, 1954. 
Hon. Evcenrs D. MILiiKIn, 
Chairman. Senate Finance Committee. 
Senaté O fhice Ruilding. Washington, D. C. 

Dear Sevaror Min.ikKin: Our association is vitally interested in H. R. 5173, 
known as the Reed bill, which would strengthen State responsibility in financing 
unemployment insurance administration. 

It is only recently that this State has had to appropriate their own funds in 
order to engage more help to take care of the backlog of claims which, due to 


} 
i 


delay, were embarrassing the recipients 
The unused fun’s of contribution could well be used for the purposes outlined 


in this bill and we wish to go on record in favoring its passage 


Verv truly vours, 


P B Mrs ACH Bree utive Secretar / 


an 











Somers renee: 
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Tuomas A. Epison, Ini 
West Orange, N. J., Jan wary 18, 1954 
Subject: H. R. 5173 (the Reed bill). 
Hon. Eugene D. MILLIKIN, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

My Dear Senator: As you know, the major effect of the Reed bill would be 
to earmark for employment security program purposes all of the revenues collected 
from the three-tenths of 1 percent Federal unemployment tax. Such annual 
surpluses as are now flowing into the general Federal Treasury would be used: 


(1) To create a contingency reserve fund from which a State might secure an 
interest-free loan to continue benefit payments during temporary emergencies 
when its own unemployment trust fund is seriously depleted; and 

(2) To credit to a State’s unemployment trust fund each year (after the con- 


tingency fund has been established) its prorata share of such annual surpluses 
which could be used at the State’s discretion to finance either benefit payments 
or its justifiable administrative costs for which the basic Federal allocation has 
not provided sufficient funds 

This measure was passed by the House of Representatives last July and now 
being considered by your committee and no doubt will be reported out shortly. 
Anything that you may do to expedite this and bring about the passage of this 
bill will be appreciated. 

With best wishes. 

Sincerely 
W. HILDEBRAND 


AMERICAN SMELTING & REFINING Co., 
Barber, N. J., January 19, 1954. 
Hon. Evcene D. MILuikin, 
Senate Office Building, Washington, D. C. 


Dear SENATOR MILLIKIN: I understand the Senate will shortly take up for 
consideration H. R. 5173 concerning the Federal unemployment tax. 

Since the policy of this administration is to return to the States, where possible, 
the control of truly State administrative functions, the passage of H. R. 5173 
would be a move in this direction. In New Jersey we now have a very good un- 
employment compensation law which is being well administered. Why should 
New Jersey continue to pay funds into the Federal Treasury for services not 
rendered or needed? 

May I respectfully request your support of H. R. 5173. 

With the best of personal wishes and a sincere appreciation of your fine service 
to this country, I am 

Very cordially, 
Kk. Harms, Manager. 


PitusBpurY Muiuts, INnc., GRAIN DIVISION, 
Wichita, Kans : February 5, 1954. 
Senator EvuGENE MILLIKIN, 
Senate Office Building, Washington, D. C. 


DEAR Senator: It is our understanding that bill H. R. 5173, commonly known 
as the Reed bill, which was passed in July 1953 by the House, is now in the 
possession of the Senate Finance Committee, of which you are chairman. We 
are very interested in this bill because we believe that it proposes to handle 
Federal unemployment insurance tax funds in a businesslike manner, which has 
not been done in the past. We also understand that this bill provides for the 
return to the States for their use on unemployment compensation of any excess 
Federal unemployment insurance tax collections over and above the amounts 
needed for unemployment compensation administration costs and for the loan 
fund. This latter step we believe very important because we are most interested 
in seeing that matters that concern the States be handled by the States and 
believe this is one good step in that direction. 

Anything you can do to further the passage of this important bill would be 
appreciated. 

Yours very truly, 
H. W. Manvuet, Manager. 








200 EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT 


Hore. LAssEN, 
Wichita, Kans., February 6, 1954. 
Senator EvGENE MILLIKIN, 
Senate Office Building, Washington, D. C. 
Dear SENATOR MILLIKIN: I trust that there is no difference in our opinions in 
connection with the necessity for such movements as Reed bill (H. R. 5173 
I urge you to give this your prompt attention and untiring support. 
K\ver-Lassen-ly yours, 
WALTER SCHIMMBL, 
Managing Director, Hotel Lassen. 


Wicuita Ponca Canvas Propucts Co., 
Wichita, Kans., February 9, 1954. % ‘ 
Senator EuGENE MILLIKIN, 
Senate Office Building, Washington, D. C. 


Dear Str: We understand that the Reed bill (H. R. 5173) is in the files of the 
Senate Finance Committee, of which you are chairman. We further understand 
that this bill was passed by the House of Representatives in July 1953. 

As employers, we are exceedingly interested in seeing this bill go through, and 
request that your committee give prompt attention to this measure in order to 
expendite bringing it to the floor of the Senate. 

We would like to see all of the tax funds collected under the unemployment 
program earmarked exciusively to support this program. Also, we would like to 
see any repayable advances placed in a fund which would support the program 
or the State programs which are in danger of becoming insolvent. 

We also feel that the States should receive as a return any excess Federal 
unemployment insurance tax collections. 

As employers, we pay all the costs involved to defray administrative costs; 
therefore, we repeat, we are extremely interested in seeing this bill brought to the 
floor of the Senate, and request that your committee hold hearings on it as soon as 
possible 

Very truly yours, 
W. J. Purrrevp. 


STANDARD Ort Co. (INDIANA), 
Wichita, Kans., February 9, 1954 
Subject: Reed bill (H. R. 5173). 
Senator EvuGENE MILLIKIN, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator Miuurkin: We understand hearings are to be held soon on the 
Reed bill (H. R. 5173). As employers in the State of Kansas, we urge your com- 
mittee to give prompt attention and approval to this measure. 

The establishment of a loan fund is looked upon by many as desirable to bulwark 
the solvency of State programs and to remove the possibility of insolvency by any 
State being used as an argument in favor of federalization of all State unemploy- 
ment compensation programs. The surplus of the three-tenths of 1 percent being 
currently dumped into the general fund by the Treasurer and spent for general 
governmental expenses is ample to establish this loan fund and still leave a sub- 
stantial amount to return each year to the States from which it is collected. 

If this had been done each year since 1937, it would have substantially reduced 
the contribution rates of all employers eligible for merit rating during all these 
years. That money is now gone, and there seems little to be done about it, but 
let’s stop the leak, now, and from now on. 

Yours truly, 
C. C, Smrriu, Manager. 
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Pertu Amboy, N. J., February 1, 1954 
Hon. Eveene D. MILuikin, 
Senate Finance Committee, Senvte Office Building, 
Washington, D. C.: 
Our association has gone on record in approval of bill H. R. 5173 with respect to 
Federal-State Unemployment Insurance. We earnestly request your support. 
THe INpusTRIAL ASsOcIATION OF PERTH AMBOY, 
ApeL Larson, Secretary-Treasure 





Derrorr, Micu., March 6, 1954 
Hon. Eucene D. MILLIkrn, 
Senate Office Build ng: 

We urge your support of Reed bill H. R. 5173 because we believe its passage 
would be to the best interest for the proper administration of unemployment 
programs of each of the various States 

E. C. SrEPHENSON, 


Vice Preside a The J. 1 Hludson Co 


Jackson, Miss., March 8, 1954. 
Hon. Eveens D. MILuIKIN, 
Chairman, Senate Finance Committee, 
Senate Office Building, 
Washington, D. C.: 

Mississippi agency opposes Reed bill (H. R. 5173) as passed by the House of 
Representatives. With respect to hearing thereon it is requested especially that 
serious consideration be given to matter of formula for distribution of amounts to 
credit of States accounts. Although employment security is universally accepted 
in principle as a field national in scope, the formula as presently written may 
affect dangerously the operation of agencies of so-called deficit and near-deficit 
States. We believe that bill could be so amended as to strengthen the Federal- 
State system by safeguarding the financial position of such States. This could 
be done by providing for an initial allocation out of the surplus to the deficit or 
near-deficit States before the application of the formula as presently written for 
distribution of surplus to the States. 

RoBERT PRISOCK, 
Executive Director, Mississippi Employment Security Commission, 


STATEMENT OF MIssouRL STATE CHAMBER OF COMMERCE ON REED UNEMPLOYMENT 
CoMPENSATION Bitu (H. R. 5173 


The Missouri State Chamber of Commerce supports the Reed bill (H. R. 5173) 
as a step in the right direction toward giving the States necessary leeway to meet 
their varying unemployment compensation problems. It will help do this by 
lessening to some extent the present Federal ‘‘bureaucratic’”’ purse-string control 
over the State programs by earmarking the Federal unemployment tax and credit- 
ing the surplus to the States’ accounts after a $200 million reserve fund is built up. 
This surplus which would be credited to the various State accounts would stand 
available for benefit payments, but could be used for administrative purposes only 
by specific State legislative appropriation which meets the requirements specified 
in the law. 

The experience of Missouri and other States with the Federal-State unemploy- 
ment compensation program indicates that the provisions of this bill would be a 
definite improvement over the present and past situation. However, it is only 
a step in the right direction. It is not the final or ultimate answer 


UNEMPLOYMENT COMPENSATION SHOULD BE PRIMARILY STATE 


Ultimately, the Federal unemployment compensation tax should be offset 100 
percent against the State tax instead of the present 90 percent and Federal grants 
for administration of the State unemployment compensation and employment 
services should at the same time be terminated. 
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When Missouri employers pay the three-tenths percent unemployment com- 
pensation tax to the Federal Government, they would like to feel that it will be 
used to give them and their emplovees a good unemployment compensation 
system—they were led to believe that this was the purpose of this tax. But, this 
is not what the Federal Government has done with their tax money. 


Vissourt and other States shorichanged on unemp oyument faxes 


For the fiscal vears 1938 through 1951 the Federal Gevernment collected over 


$52,754,000 in unemplovment taxes from Missouri employers alone, but returned 
only $25,306,000 to Missouri for administration of the State unemployment 
compensai lor vstem, according to United S ates Bureau of Implovment Security 
figures. This is just a 48 percent return. The figure for all States during this 
period was $2,257,454,000 in taxes against $1,284,561,000 in grants for a return 


of 56.9 percent 
In 1952 Missouri and the other States received a return greater than the 1938 


51 average. However, the Missouri return percentage was only 52.7 percent 
and for all States just 72.3 percent. In that vear 15 States and Territories re- 
ceived back more than they paid in while all the others received less, according 
to a report prepared by the Bureau of Employment Security. 

Again in 1953 Missouri had much less than a 50 percent return and 1954 promises 
to paint a still darker picture because of Federal budget cuts. For the fiscal year 
ended June 380, 1953, the Internal Revenue Service reports that it collected 
$7,326,139 in Federal unemployment taxes from Missouri employers, but the 
Missouri Division of Employment Security reports that it received $3,385,184.57 
for this period. The basic grant for the 1953—54 fiscal vear is $3,213,409. 


Grant system hinders State unemployment benefit programs 

The present Federal budget cut dramatically illustrates how the present grant- 
in-aid svstem hinders administration of the State unemployment compensation 
systems 

For the fiscal vear 1954, the Federal Government allotted just $178.6 million 
to all the States for adminisiration of their employment securitv programs, con- 


trasted with $194.8 million for fiscal 1953 Also the States will have to absorb 
an estimated S8& million in salarv increases, which leaves only $170 million to 
administer operations that thev were allotted $194.8 million to do in 1953. And 


this came at a time when unemplovment benefit claims were increasing. 

As a result of this congressional cut the Bureau of Employment Security 
imposed detailed retrenchment measures upon the States through their allotment 
of administrative grants on the basis of specific retrenchment measures which 
will impair the effectiveness of the unemployment compensation program. The 
most serious of these retrenchment measures were a switch to biweekly reporting 
by benefit claimants and the closing of certain local offices. 


Chance for unemployment benefit fraud increased by grant allotments 


The switch from weekly to biweekly reporting by unemployment benefit 
claimants greatly increases the chances for fraud and improper payment. This 
will be the case because it halves the opportunities for interviews, checkups, etc., 
and exposes the claimant to job opportunities that much less frequently. It also 
increases the possibility of improper payments because claimants are more likely 
to forget relevant information about job applications, etc. 

The Bureau’s theory that biweekly reporting will result in any great savings is 
questionable. Halving the number of claimants reporting each week will not 
come anywhere near halving the costs. Any savings are likely to be insignificant 
in comparison with the increase in fraud and improper payments. 

Much the same criticism can be made of closing certain local offices. But, in 
addition to increasing the fraud potential this step will result in poorer service for 
placements, etc., for the areas previously served by these offices. 

Besides necessitating a switch to biweekly reporting and closing of several local 
Offices, the Federal budgetary cuts have resulted in a reduction of personnel that 
has contributed to the demoralization of the Missouri Division of Employment 
Security. 

All of this should not be interpreted as criticism of Federal Government 
economy. It is used simply to illustrate the unsatisfactory nature of the present 
grant system whereby the Federal Government collects an unemployment com- 
pensation tax and returns only part of it to the States with strings that hamper 
effective administration of the State laws. 
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The Reed bill is a ste p in right direction, but doesn’t go far enough 

The Reed bill (H. R. 5173) which the House approved before adjourning last 
summer is a step toward correcting the present system, but is not the final answer 
The Reed bill would help by earmarking the Federal unemployment tax and credit 
ing the surplus to the States after a $200 million reserve fund is built up. How- 
ever, the Bureau of Employment Security could continue to make the basie ad- 
ministrative grants to the States in a discriminatory manner 

The only completely satisfactory answer is a 100 percent offset to the Federal 
unemployment tax whereby the States collect all the unemployment taxes instead 
of part of them going to Washington to be returned to the States in a greatly 
diluted form. But, Congress should immediately take the first step in this 


direction by enacting the Reed bill (H. R. 5173 


STATEMENT OF THE ILLINoIs STATE CHAMBER OF COMMERCE ON H. R. 5173 
FOR THE SENATE FINANCE COMMITTEE! 


This statement is presented on behalf of the Illinois State Chamber of Com- 
merce, and is based upon action taken by its board of directors on recommendations 
made by its social security committee. The board of directors consists of 71 
men from every section of Illinois and is thoroughly representative of over 12,000 
business and professional people who make up the membership of the Illinois 
State Chamber of Commerce. The social security committee, comprising 74 
business and professional people from all parts of Illinois, during the past 9 years 
has studied and researched the principles and practical operation of unemployment 
compensation. It has spent much time in studying the Federal-State relation 
aspect of this program, which is the concern of H. R. 5173, and last year Robert 
B. Martin, a member of the committee, testified in support of the predecessor 
bills, H. R. 3530 and H. R. 3531 

After complete study and review of the provisions in H. R. 5173, our committee 
recommended its approval, and the board of directors has now authorized this 
statement requesting your favorable consideration of this bill 


Diversion of the three-te nths of 1 percent fax receipis should be stopped 


\ review of testimony indicates that there is apparent unanimous endorse- 
ment of the principle that the funds collected from the three-tenths of 1 percent 


tax on all covered emplovers should not be diverted to pay general governmental 
expenses. Experience has shown that this tax, intended for the specific purpose 
of paving employment security administration costs, has created revenues far 
in excess of the requirements for which it is levied Your committee has testi- 


mony indicating the amount of profit the Federal Government has accrued from 
this tax, and we heartily endorse this bill’s provisions to stop this indefensible 
Federal action and eliminate this profit. 

Justifiably, employers in Illinois are particularly concerned over the diversion 
of this tax money because our State has fared worse than any other with respect 
to the percentage of the tax returned to us in the form of administrative grants. 
During the years 1938 through 1950, Illinois employers paid $161.5 million under 
the three-tenths of 1 percent tax, but during that time only $60.5 million was 
returned to the State. The Federal Government retained 62.5 percent of our 
tax collections. In 1953 over $23 million was paid to the Federal Government by 
Illinois employers, and the State received only $9 million for administrative 
expenses of unemployment compensation and the employment services. 

This year, 57 percent of Illinois emplovers, eligible for reduced unemployment 
tax rates, are paying the minimum rate of 0.25 percent. To say the leest, it is 
difficult for them to understand why it is necessary to pay the Federal Govern- 
ment a tax of 0.3 percent to provide funds for administering the payment of 
benefits, while the tax to provide these benefits is only 0.25 percent. We vigorously 
endorse the proposal that these excess tax collections from Illinois employers be 
returned to the State, and support the establishment of a loan fund as a safeguard 
to insure the solvency of State unemployment compensation programs. 

Loans to States—not gifts 

The provision in H. R. 5173 creating this loan fund from excess tax collections 
is desirable to meet temporary emergency conditions which may arise in any State. 
While the solvency of State unemployment compensation programs must be 
essured, each State should have an incentive to operate its program on a sound 
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and efficient basis. We believe that the requirements in H. R. 5173 for repaying 
the loan granted a State with a dangerously low reserve provide that incentive 
and are not too stringent. Your committee is urged to resist demands that the 
Federal Government provide grants or gifts to States who have not collected 
sufficient taxes to pay benefits in accordance with the provisions of their laws. 
Such gifts can only encourage excessive expenditures and inefficient adminis- 
tration, and are accompanied by more Federal control which is contrary to the 
principles of this legislation. Recently there have been increasing demands for 
lessening the concentration of power in the Federal Government and giving the 
States more responsibility and control over programs such as employment security. 
We firmly believe that this philosophy is particularly applicable to the employment 
security program which can be developed on a much sounder basis if authority and 
responsibility is placed in the individual States. 
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Redistribution of eacess collections 

While we believe that each State can, and should, finance the administration 
of its own employment security program, we have approved the provision whereby 
the Federal Government, after collecting this tax and creating a loan fund, will 
distribute to each State the balance of such funds collected. Certainly, this is to 
be preferred over the present situation. We further endorse the principle that 
the funds returned may be used—if the State legislatures so decide—for adminis- 
trative purposes. We are confident that each State can best and most wisely 
determine how these funds should be used. This provision, whereby the States 
may use their own initiative and discretion in the administration of the unem- 
ployment compensation laws they have written, is a further step away from 
Federal domination of this program. 

We would suggest, however, that your committee give consideration to limiting 
the redistribution of excess collections to those States who have not already 
received appropriations amounting to 100 percent or more of the taxes they have 
collected. It seems only fair that the States to which appropriations have already 
been made in excess of their tax collections should not share in this redistributive 
balance. Allowing them to share would create many inequities. The following 
analysis of California, Illinois, and Nevada experiences gives just one example 
of such inequity. Assuming that redistribution had been in effect for the fiscal 
year 1950, the following results would have been obtained: 


Collections 


Sai henate Refunds from 
from 0.3 Administra- | 


: redistribu- 
y 5 | 2 
percent tax tion grants | tive balance 


| 

| 

California... . Sebo ccounntysseerbensaeh ai ee o ...-| $18,023, 000 $18, 786, 000 $3, 468, 000 

tits i. nadia) ielieka dob aidictin ‘ 17, 569, 000 | 8, 883, 000 | 3, 159, 000 

Nevada... saesdeeun inties tenes pia absent olarak 236, 000 | 529, 000 | 50, 000 
| ' 


From the above it seems that we, in Illinois, should have cause to question the 
fairness and equity of further redistributing surplus tax collections from our 
State to those States who already have shared in that surplus. 


100 percent offset credit 

\n alternative to redistributing excess tax collections to each State on the 
basis of payroll ratios after the loan fund has been created, is allowing employers 
a 100 percent offset credit against the Federal tax. Hach State would then have 
the responsibility and authority to collect its own funds for benefits and adminis- 
trative expenses. There is ample evidence before your committee to indicate 
that this would not work a hardship on any State. We believe that under such a 
provision, with a set of minimum Federal standards, the State employment 
security programs would be further developed on a sound and efficient basis. We 
support the provisions in H. R. 5173 as an improvement over the present system, 
but are hopeful that this legislation will be considered as a step in the direction of 
returning to the individual States complete responsibility and authority for 
developing a sound employment security program. 

Respectfully submitted. 


RicHarp D. STuRTEVANT, 
Chairman, Social Security Committee, Illinois State Chamber of Commerce. 
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BALTIMORE, Mp., March 4, 1954. 
Hon. Eugene D. MILuikin, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C.: 

Baltimore Association of Commerce strongly urges early and favorable action 
by your committee on Reed bill, H. R. 5173, which would rectify inequities in 
unemployment insurance financing. 

JOSEPH W. CLAUTICE, 
Secreta: 4- 


PHILADELPHIA Varch 8, 1954. 
EuGENE D. MILLIKIN, 
Senate Finance Committee, 
Senate Office Building, Washington, D. C.: 
We understand hearings on the Reed bill H. R. 5173 will be held March 9 and 
10. This is a vital piece of legislation important to all States and industries. 
Our association representing over 9,000 industrial ‘concerns in Pennsylvania wish 
to lend our support for favorable consideration of this bill. 
JOHN H NEETON, 
Secretary, Pennsylvania Manufacturers’ Association 


WILMINGTON, Deu., March 9, 1954 
Hon. EvGeNnE D. MILuikK1N, 
Senate Office Building, Washington, D. C.: 

Re hearings on Reed bill (H. R. 5173), the Delaware Chamber of Commerce 
recommends your committee report this bill favorably. The Reed bill would 
return to the States that portion of the Federal unemployment tax collected in 
excess of administrative requirements after providing a reasonable reserve for 
loans to the States. The present arrangement of the Federal Government retain- 
ing taxes in excess of amounts required for proper administration of Federal and 
State unemployment insurance program is wrong in principle and should be cor- 
rected through passage of the Reed bill. 

DELAWARE STATE CHAMBER OF COMMERCE, 
Rosert C. Tssx, 
Chairman, Social Security Committee. 


PRovIDENCE, R. I., March 9, 1954 
Hon. EvGene MILLIKIN, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C.: 
Associated industries of Rhode Island definitely in favor of passage of Reed bill 
now before your committee. Urge you do everything possible to secure passage. 
FRANK S. Suy, 
Preside nt, Associated Indusiries of Rhode Isiand. 








CoMMERCE AND INpustTRY AssoctaTION OF New York, INc. 
New York, N. Y., March 8, 1954 
Hon. Eugene D. MILtIkIN, 
Chairman, Finance Committee, 
United States Senate, Washington, D. C. 

Dear SENATOR Mitiikin: The Commerce and Industry Association of New 
York, Inc., favors the enactment of H. R. 5173, relative to the financing of admin- 
istrative costs of unemployment insurance. 

Presently the Bureau of Employment Security has the responsibility of granting 
to each State through the collection of the three-tenths of 1 percent collected by 
the Federal Government from employers of 8 or more the amounts it deems 
necessary and proper for the administration of the State unemployment insurance 
administrative expenses. For years the collections by the Federal Government 
have far exceeded the amounts allocated to the States for administrative purposes, 
with the result that the State administrators have been forced to come to Wasb- 
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ington with hat in hand for necessary funds to carry out the State programs as 
determined by the individual State legislatures. The balance of the unallocated 
sums remains with the Federal Government and this has amounted to more than 
a billion dollars 

In making these advances to the States the Bureau of Employment Security 
is instructed by Congress to take into consideration: 

a) The population of the State; 

b) The number of covered employees in the State; 

(c) Such other factors as the Bureau of Employment Security deems 
relevant 

In the granting of the sums for administrative expenses the Bureau of Employ- 
ment Security obtains the requested estimates from each State, revises these 
requests, submits them to the Bureau of the Budget which makes further revisions 
and then submits them to Congress for its changes. The resultant appropriation 
is seldom realistic in the light of the needs of the State administrator. 

When the New York law was changed extensively in 1951 by the legislature, 
after prolonged studies and hearings on what was needed to promote better 
operation of the eee nt insurance law and new administrative techniques 
and procedures introduced, was necessary for the State agency to come to the 
Bureau of Employment ete to justify each administrative operation in 
order to obtain funds to put the law into effect. Thus the Federal Government 
by pursestring control is able to determine the manner in which the law is to be 
administered and thus have effective control over internal policies and programing 

Some administrators of the State programs have protested year after year that 
Federal grants have been inadequate and unrealistic. The basis for the States’ 
complaint has been lack of fise al planning, restraint, and inflexibility in the use 
of funds for varying conditions, and Federal failure to recognize the need for 
investigatory services. It is thus inevitable that an arrangement whereby the 
State legislatures determine the content of the unemployment-insurance laws, the 
governors administer these laws while the administrative funds are the full re- 
sponsibility of the Federal Government which determines the amounts and the 
manner in which the moneys are to be spent, is found to create friction 

Fe eral administrators have long admitted this defect. Public criticism leveled 
at responsible State authorities continues year after year as a result of the inability 
of the States to (a) police payments fully; (b) provide extra staffs during periods 
of sudden and large layoffs so that claimants may be paid their benefits promptly 
and properly; and (c) set up appropriate disbursement controls. While the taxes 
levied for sdlaninighiahtins purposes have been drained off for other activities of 
the Federal Government, failure of Federal authorities to provide funds enough for 
proper claims’ examination and tax-delinquency control has forced what appears to 
be laxness and gross misfeasance on the part of State officials. 

Within the broad framework the Svates have considerable latitude in setting 
up the vype of law and the pattern of administration they may desire. This is, 
in actuality, the classic example of buck passing in the Federal Government 
Duration of benefits, amount of weekly benefics, liability, and disqualifications, 
etc., are almost entirely within the States’ jurisdiction. The States, however, 
have no comparable latitude in administering the laws which they have been 
privileged to frame. Rather, they are called upon to administer their unemploy- 
ment-compensation laws with such funds as are deemed necess: iry by the several 
agencies which may and do disagree among themselves. 

The bill before you for consideration has the support of the Interstate Conference 
of Employment Security Agencies. Although we favor 100 percent offset, we 
respectfully urge passage without amendment of the Reed bill, H. R. 5173, regard- 
ing unemployment insurance administrative financing as an acceptable substitute. 
The bill goes a long way toward giving the State agencies a more effective say in 
the disposition of funds for administrative purposes and removing the Federal 
Bureau from interfering in State programs. We should remember that these 
sums, when received by the States, are generally subject to State budgetary and 
legislative control, so there is little chance that the State agency is being given a 
blank check. The bill places responsibility for the program, its administration, 
and the budgetary control and financing in the States where it belongs. 

In this bill there is a genuine effort to keep the role of the Federal Government 
to a minimum. Furthermore, the bill sets up a revolving fund from which the 
States can draw amounts of money to aid their individual trust funds in time of 
need. 

The role of the Federal Government in unemployment insurance should be 
kept toa minimum. The bill does exactly that and does not permit the Federal 
Government to interfere with the State programing and financing. 
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I should greatly appreciate it if vou would make this statement part of the reeord 
of the hearings on this bill which are to commence on March 
Sincerely yours, 
THOMAS JrrFERSON MILEY, 
! > 


I € ce fresidet 


SENATOR EUGENE D. MILLIKIN 
Senate O fhice Building, Washington, D. ( 
We urge vour support of H. R. 5173 relating to excess unemployment compensa 
tion tax collections 
TRE SEVEN-Up Co 
Joun T. Taror 


STINSON, Mac, Tuomson, McEvers & Fizze1 
Kansas ( { Ve Va / 4 (95 
Re Reed Unemployment Compensation Bill (H. R. 5173 
Hon. EvGENe D. MILLIKIN, 
Chairman, United States Senate Finance Committee, 
Senate O fhice Building, Washington, D. ¢ 


DEAR SENATOR MILLIKIN: We urge you and your committee to lend bipartisan 
support to the Reed unemployment compensation bill which, we understand, will 
be considered at committee hearings beginning todav, Tuesday, March 9. 1954 

The Reed bill will relieve the plight of States like Mi iri which have for some 
vears past suffered from a steadily decreasing return on their unemployment 


compensation tax dollar. 

We do not think the Reed bill will permanently solve Missouri’s difficulties, but 
we do think it will aid in enabling Missouri to provide its citizens with the kind of 
program best suited to the needs of employers and employees alike by returning 
to the States a portion of the tax money needed to sustain such a progran 

Very truly yours, 
Stinson, Mac, Tuomson, McEvers & Fizzeun 
By Joun J. FALLON ; 


THE COMMONWEALTH OF MASSACHUSETTS, 
Divis1ON OF EMPLOYMENT SxEcurRITY, 
Boston. Varch F. 1954 
Re H. R. 5173. 
Hon. Evaexne D. MILiikin, 
Chairman, Senate Finance Committee, 
The Senate, Washington, D. ¢ 

DrAR SENATOR MILLIKIN: Governor Christian A. Herter has just apprised me 
that hearings are to be held before your committee on Tuesday, March 9, on 
H. R. 5173. 

Our Governor wishes to be recorded as strongly in favor of this legislation. 

It is recognized that objection has been raised tc the use of the moneys trans- 
ferred to various States by these States for administrative purposes We recog- 





nize that such use of the money is perhaps one of the mcst important reasons for 
our advocating this legislation 

We have full faith in the ability of the various States of the Union to conduct 
their respective affairs s> as to reflect favorably upon the people of the individual 
States. It should be recognized that State administrators always obtain their 
authority to do things from the legislature and the executives of tl 
States. 

With particular reference to Rhode Island’s objection, our neighbor to the south 
entertained a very peculiar philosophy with respect to unemployment insurance 
and for years the fundamental cones pts of une uploy ment insurance were distorted 
into a real give-away program 

The pecularities of bode Island’s labor market are very much the same as here 
in Massachusetts so that the reason for Rhode Island’s plight is much more 


le respective 


attributable to the profligaries of the past than it is to its econom Rhode 
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Island has already undertaken to straighten out its situation, and we have faith 
that this endeavor will continue. We see no reason why any other State of the 
Union should be assessed to encourage the profligaries of any State. 
Very respectfully submitted, 
Dewey G. ARCHAMBAULT, Director. 


———_—— 


THe CLEVELAND CHAMBER OF COMMERCE, 
Cleveland, Ohio, March 10, 1954. 
Re H. R. 5173, Reed ($200 million unemployment insurance loan fund) 


Hon. EvGeneE D. MILLIKIN, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


Dear SENATOR MILLIKIN: Since 1947 the Cleveland Chamber of Commerce 
has favored the principle that the present 90 percent credit against the Federal 
three-tenths of 1 percent on employers of 8 or more persons for administration of 
the unemployment compensation laws of the States should be changed to a 100 
percent credit for those States which pay the cost of administering their own 
laws. 

In the event that the 100 percent credit is not considered feasible at this time, 
then we favor approval of H. R. 5173, Reed, to provide the States with the money 
needed for the efficient operation of their unemployment compensation laws and 
to grant relief to those States in need of loans. 

We trust that you will give these views your usual careful consideration. 

Sincerely yours, 
Curtis LEE Smairna, President. 


NATIONAL CONSUMERS LEAGUE, 
Cleveland 14, Ohio, March 10, 1954. 
Hon. Evcene D. MILLIKIN, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


Dear Mr. MILLIKIN: Since it was impossible for me to arrange to appear 
before your committee at the hearing today on H. R. 5173, I am submitting a 
statement on behalf of the National Consumers League which I would like to 
have included in the record of the hearings. 

The National Consumers League has been extreme:y interested in unemploy- 
ment insurance for many years. It was one of the early proponents of the legis- 
lation. Our organization was represented on the Committee on Economic Secu- 
rity, which recommended the provisions of the Social Security Act. 

[ served as secretary of the Ohio Commission on Unemployment Insurance in 
1932 and 1933, a commission appointed by the Governor of Ohio. The commis- 
sion prepared the draft of the first unemployment insurance bill to be introduced 
on Ohio. During a 2-year period, from 1951-53, I served as a public member 
of the Federal Advisory Council of the Bureau of Employment Security of the 
United States Department of Labor, 

Sincerely yours, 
ELIZABETH 8S. MAGEE, 
General Secretary. 


STATEMENT BY ELIZABETH 8S. MAGEE, GENERAL SECRETARY, NATIONAL 
CoNnsuMERS LEAGUE 


The Economic Report of the President refers to unemployment insurance as “‘a 
valuable first line of defense against economic recession.”’ It is important that at 
this time the adequacy of this defense be examined by Congress. Unemployment 
insurance has a twofold purpose. Its primary purpose is to provide income 
maintenance to families where the bread winner is out of work, as a matter of 
right and without recourse to a means test. Another purpose which becomes 
particularly important in a period of falling employment is to provide an extra 
bulwark to the economy through stabilizing the flow of purchasing power. This 
concept of unemployment insurance is implicit in the Economic Report of the 
President, and is underscored by the Joint Committee on the Economic Report. 
The Joint Committee says in its report: 











b Pistecks 


~~ 
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‘The present economic outlook thus presents precisely the situation under which 
the provision of an adequate unemployment insurance program is most impera- 
tive.” 

Among the questions which need to be asked are: Is the present level of unem- 
ployment compensation benefits adequate to fulfill these purposes? Are any 
States in danger of exhausting their reserve funds? How can the Federa)-State 
system be best adjusted to assure the continuance of benefit payments in spite 
of extraordinary difficulties which may be encountered by any individual States? 

The Economic Report points out the inadequacy of coverage through the 
omission in most States of employees of small businesses as well as other exempted 
groups, and emphasizes the need for increasing benefit rates and extending 
maximum duration of benefits. Benefit rates have failed to keep pace with 
changing wage levels and with the cost of living; maximum benefit payments 
now average about 33 percent of wages instead of the 50 percent or over which 
was provided in the first laws. Only four States have a uniform maximum 
duration of 26 weeks of payments for those who qualify. Over the years an 
increasing number of unnecessarily strict disqualifications have been added to 
State laws with the result that many bona fide unemployed workers are unable 
to get benefits. Mr. Henry McCarthy, welfare commissioner of New York City, 
has called attention this week to the alarming rise in relief rolls and is quoted as 
blaming amendments adopted by the New York Legislature to the State unem- 
ployment insurance law for the increase. 

It is our opinion that H. R. 5173 does little to meet these problems. In its 
proposal for earmarking the proceeds of the Federal employment tax, it is too 
stringent in its provisions for making funds available for benefits to States in 
trouble. On the other hand, it is too generous, if not indeed wasteful, in the 
plan for automatic distribution to the States of funds for administration. 

According to H. R. 5173 in its present form, a high penalty is placed on those 
States which need to draw on the fund for benefits. This might have serious 
results for the employers of those States, which would defeat the purpose back of 
the loans. There would also be the danger that, as an alternative to applying for 
a loan, under these circumstances legislatures might be tempted to cut benefits 
materially. 

Unemployment is generally caused by factors outside the control of a single 
community or State. National and international developments and policies are 
the largest factor. This is the chief reason that we have a Federal-State system 
instead of a series of State systems. Therefore, we should take advantage of the 
fact that the risk can be spread in a Federal fund. It seems to us wiser to make 
reinsurance grants instead of loans. These would, of course, have to be safe- 
guarded by such devices as requiring a State to suspend experience rating before 
its reserves reach dangerous levels. We recommend that H. R. 5173 be amended 
to make this possible. 

The arrangement for granting additional funds to the States for administrative 
purposes on an automatic basis seems to us extraordinarily bad policy. We 
favor the continuation of the present arrangement whereby the Congress regularly 
appropriates amounts for administrative costs following recommendations made 
by the Department of Labor. When this has been done, after a careful study, 
it is preposterous to hand over to the States an extra mount bearing no relationship 
to the actual needs of any State agency. Since this is a Federal tax, we cannot 
see what justification there is for allowing State legislatures or administrators to 
make a determination as to its use. That control should continue to be in the 
hands of the Congress. 

We wish to urge upon the committee action on the proposals made by the 
President for amendment of the unemployment compensation titles of the Social 
Security Act to increase coverage. We urge, also, that serious consideration be 
given to setting standards for benefits within the act itself, instead of de pehding 
on the much slower and more uncertain process of appealing to States to improve 
their laws. We have seen no disposition as yet on the part of the legislatures now 
in session to follow the advice of the President’s economie report. If we are to 
be prepared to prevent a serious economic recession, we must have the tools ready 
at once, 
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KIMBERLY-CLARK CORP., 


Neenah, Wis., March 8, 1954. 
Hon. EKvuaene D. MILuIkin, 


Senate Office Building, Washington, D. C. 


My Dear Senator MILurkin: It is my understanding that the Senate Finance 
Committee will shortly be giving consideration to the Reed bill, H. R. 5173, 
which was passed by the House last July. This bill embodies the legislative 
program which was approved by the Interstate Conference of Employment 
Security Agencies. 

It does not mect the views of those who would like to have greater Federal 
power and less State power, but certainly if we are to reduce the ever-growing 
interposition of the Federal Government instead of increasing it, this bill ought 
to pass. 

I sincerely hope it will have vour support. 

Sincerely yours, 
Cota G. PARKER, 
Chairman of the Board. 


(Whereupon, at 5:25 DB... the committee recessed to reconvene 
at the call of the chairman.) 








